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A BILL TO BE ENTITLED
AN ACT TO MAKE BASE BUDGET APPROPRIATION FOR CURRENT OPERAIDNS
OF STATE DEPARTMENTSINSTITUTIONS, AND AGENCIES, AND FOR OHER
PURPOSES.
The General Assembly of North Carolina enacts:

PART I. INTRODUCTION AND TITLE OF ACT

TITLE
SECTION 1.1. This act shall be known as the "Current Operations and Capital
Improvements Appropriations Act of 2013."

INTRODUCTION

SECTION 1.2. The appropriations made in this act are for maximum amounts
necessary to provide the services and accomplespuhposes described in the budget. Savings
shall be effected where the total amounts appropriated are not required to perform these
services and accomplish these purposes and, except as allowed by the State Budget Act or this
act, the savings shall reveotthe appropriate fund at the end of each fiscal year.

PART Il. CURRENT OPE RATIONS AND EXPANSIO N GENERAL FUND
CURRENT OPERATIONS AND EXPANSION/GENERAL FUND

SECTION 2.1. Appropriations from the General Fund of the State for the
maintenance of the Swaatdepartments, institutions, and agencies, and for other purposes as

enumerated, are made for the fiscal biennium ending June 30, 2015, according to the following
schedule:

Current Operations i General Fund 20132014 20142015
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EDUCATION
Community Collges System Office 1,021,295,467
Department of Public Instruction 7,867,960,649

University of North Carolind Board of Governors

Page2

Appalachian State University 127,908,903
East Carolina University

Academic Affars 220,012,450

Health Affairs 64,841,247
Elizabeth City State University 35,363,212
Fayetteville State University 49,336,186
North Carolina Agricultural and Technical State

University 96,882,428
North Carolina Central University 84,084,488
North Carolina State University

Academic Affairs 389,976,973

Agricultural Extension 39,859,682

Agricultural Research 54,911,053
University of North Carolia at Asheville 37,465,299
University of North Carolina at Chapel Hill

Academic Affairs 274,632,544

Health Affairs 187,260,403

Area Health Education Centers 42,418,348
University of North Carolina at Chlatte 192,697,970
University of North Carolina at Greensboro 153,838,192
University of North Carolina at Pembroke 54,175,566
University of North Carolina School of the Arts 31,547,460
University of North Grolina at Wilmington 96,484,692
Western Carolina University 83,140,199
WinstonSalem State University 68,957,656
General Administration 34,752,475
University Institutional Programs (32,137,074)
Related Educational Programs 82,160,148
North Carolina School of Science and Mathematics 19,126,182
Aid to Private Colleges 93,351,588

HEALTH AND HUMAN SERVICES

Department of Health and Human Services

Total University of North Carolina Board of Governors 2,583,048,270

Central Management and Support 73,786,129
Division of Aging and Adult Services 54,142,341
Division of Blind Services/Deaf/Hard of Hearing 8,178,618

Division d Child Development and Early Education 254,314,609

Health Service Regulation
Division of Medical Assistance
Division of Mental Health

Senate Bill 402

16,396,057

3,461,950,119

699,535,602

1,016,487,467

8,048,101,622

127,908,903

220,615,626
64,841,247
35,385,057
49,336,186

96,882,438
84,084,488

390,045,059
39,859,682
54,911,053
37,465,299

274,515,010
190,741,444
42,418,348
192,683,456
153,783,960
54,175,566
29,146,203
96,484,692
83,161,081
68,980,084
34,752,475
(52,671,909)
117,918,501
19,126,182
93,351,588

2,599,901,709

76,301,328
54,342,341
8,178,618
254,314,609
16,411,479

3,608,119,091

704,985,988
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NC Health Choice

Division of Public Health

Division of Social Services

Division of Vocation Rehabilitation
Total Health and Human Services
NATURAL AND ECONO MIC RESOURCES
Department of Agriculture and Consumer Services
Department of Commerce

Commerce

Commerce Statéid
Wildlife Resources Commission
Department of Evironment and Natural Resources
Department of Labor
JUSTICE AND PUBLIC SAFETY
Department of Public Safety
Judicial Department
Judicial Departmerit Indigent Defense
Department of Justice
GENERAL GOVERNMENT
Department of Administration
Office of Administrative Hearings
Department of State Auditor
Office of State Controller
Department of Cultural Resources

Cultural Resources

Roanoke Island Commission
State Board of Elections

General Assembly

Office of the Governor
Office of the Governor

S402PCCS85274 Ex-4 Senate Bill 402

67,949,560
144,154,087
174,608,432

38,773,169

4,993,788,323

115,085,702
51,228,804
21,723,226
12,476,588

154,037,311

16,696,339

1,716,893,395
456,926,252
115,129,423

79,726,123

67,567,025
5,241,643
11,217,468
28,710,691
63,670,145
450,000
5,302,373

52,087,986

5,170,050

57,747,933
141,941,587
176,558,432

38,773,169

5,137,674,575

115,409,902
56,733,282
15,624,767
14,476,588

157,767,236

16,696,339

1,690,014,006
456,486,252
111,357,264

82,308,926

67,047,033
5,027,130
11,217,468
28,710,691
63,008,100
450,000
5,693,244

51,634,76

5,172,132
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Office of State Budget and Management 7,451,706

OSBM1 Reserve for Special Appropriations 4,912,000
Housing Finance Agency 8,411,632
Department of Insance

Insurance 37,994,004

Insurancé Volunteer Safety Worker€ompensatiof-und 0
Office of Lieutenant Governor 681,089
Department of Revenue 80,998,918
Department of Secretary of State 11,575,183
Departmat of State Treasurer

State Treasurer 8,137,890

State Treasurdr Retirement for Fire and Rescue Squad

Workers 23,179,042

RESERVES, ADJUSTMENTS AND DEBT SERVICE
Salary Adjustment Reserve 7,500,000
State Health Plan Ctnbution 33,500,000
State Retirement System Contributions 36,000,000
Reserve for Future Benefit Needs 0
Judicial Retirement System Contributions 1,000,000
Severance Reserve 16,000,000
Statewide Compensatidstudy 1,000,000
Firemers and Rescue Squad WorKétension Fund (820,000)
Information Technology Fund 9,053,142
Information Technology Reserve Fund 28,000,000
NC Government Efficiency and Reform Project 2,000,000
One North Carolina Fund 9,000,000
Unemployment Insurance (Ul) Reserve 23,800,000

Reserve for Escheat Fund Global TransPark Debt Repayr@&@00,000

Reserve for Voter ID

Paged
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1,000,000

7,534,217
1,520000

8,411,632

38,003,624
0

675,089

80,896,458

11,575,183

7,026,305

23,179,042

7,500,000
89,000,000
36,000,000
56,400,000
1,000,000

0

0
(820,000)
10,470,657
31,582,485
2,000,000
9,000,000
13,600,000

0

1,000,000
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Reserve for Pending Legislatio
Reserve for Eugenics Program
Contingency and Emergency Fund
Job Development Investment Grants (JDIG)
Debt Service

General Debt Service

Federal Reimbisement

TOTAL CURRENT OPERATIONS 1
GENERAL FUND

GENERAL FUND AVAILABILITY STATEMENT

4,000,000

10,000,000

5,000,000

51,823,772

707,580,634
1,616,380

20,602,828,645

4,500,000

0

5,000,000

63,045,357

723,721,279
1,616,380

20,990,378,208

SECTION 2.2.(a) The General Fund availability used in developing the 22015

biennial budget is shown below.

FY 2013-2014

FY 20142015

Unappropriated Balance Remaining from Previous Y&ar 213,432,877 $ 250,510,043

Projected Overcollections FY 202013

Overcollections Due to Disputed MSA Payments

Projected Reversions FY 202913

Net Supplemental Medicaid Appropriations (S.L. 2G53
as amended by Section 13 of S.L. 2083

Less Earmarkings of Year End Fund Balance

Savings Reserve

Repairs and Renovations

Beginning Unreserved Fund Balance

Revenues Based on Existing Tax Structure

Nontax Revenues
Investment Income
Judicial Fees
DisproportionatéShare
Insurance
Other Nontax Revenues
Highway Trust Fund/Use Tax Reimbursement Transfer
Highway Fund Transfer
Subtotal Nontax Revenues

Total General Fund Availability

Adjustments to Availability: 2013 Session

458,483,783
71,516,217
225000,000

(308,100,000)

(232,537,942)
(150,000,000)

277,794,935

19,628,100,000

13,700,000
250,200,000
110,000,000

72,500,000
173,000,000

0
218,100,000
837,500,000

Reserve for Tax Simplification and Reduction Act (HB 99836,600,000)
Repeal Certain Real Estate Conveyance Tax Earmarks 37,4@,000

Repeal Certain Scrap Tire Disposal Tax Earmarks

3,475,291

Repeal Certain White Goods Management Tax Earmarks 1,217,796
Direct Portion of Solid Waste Disposal Tax to General Fun®,300,000
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0
0
0

0
0
(37,122,346)
(12,751,137)
200,636,560

20,549,000,000

14,100,000
251,400,000
109,000,000

73,400,000
175,000,000

0
215,900,000
838,800000

$20,743,394,935 $21,588,436,560

(437,800,000)

37,400,000
3,475,291
1,217,796
2,300,000
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Adjust Gross PremiumBax for Volunteer Safety Workers

Workers Compensation Fund (3,000,000) (3,000,000)
Reserve for Repeal of Education Expenses Credit (HB 269) 0 1,500,000
Extend Aviation Fuel Tax Refunds (3,186,000) 0
Tobacco Master Settlement Agreement (MSA) 137,500,000 137,500,000
MSA Disputed Payments Erroneously Paid to

Golden LEAF (S.L. 2011145) 24,639,357 0
Repeal North Carolina Public Campaign Fund 3,500,000 0
Transfer from NC Flex FICA Fund Balance 6,000,000 0
Transfer from ECommerce Reserve Fund Balance 5,111,85 6,000,000
Transfer from Misdemeanant Confinement Fund 1,000,000 1,000,000

Transfer from Separate Insurance Benefits Plan for
Reimbursement of Premiums Paid for State Law

Enforcement Officers 16,510,611 16,510,611
Increase Lobbyist Fees 400,000 400,000
Extend Local Government Hold Harmless (7,850,000) 0
Certificate of Need for Certain Replacement Equipment (150,513) (150,513)
Adjust Transfer from Insurance Regulatory Fund (560,589) (560,589)
Adjust Transfer from TreasutsrOffice 175,215 175,215

Subtotal Adjustments to Availability: 2013 Session 137,882,753 (234,032,189)

Revised General Fund Availability 20,881,277,688 21,354,404,371
Less General Fund Appropriations (20,630,767,645) (20,998,801,208)
Unappropriated Balance Remaining $ 250,51@43 $ 355,603,163

SECTION 2.2.(b) In addition to funds transferred pursuantGd.105164.44D,
the sum of two hundred eighteen million one hundred thousand dollars ($218,100,000) for the
20132014 fiscal year and the sum of two hundred fifteeflioni nine hundred thousand
dollars ($215,900,000) for the 202015 fiscal year shall be transferred from the Highway
Fund to the General Fund.

SECTION 2.2.(c) Notwithstanding the provisions d&.S5.143G4-3, the State
Controller shall transfer a totaf one hundred fifty million dollars ($150,000,000) from the
unreserved fund balance to the Repairs and Renovations Reserve on June 30, 2013, and a total
of twelve million seven hundred fiftgne thousand one hundred thigigven dollars
($12,751,137) to #n Repairs and Renovations Reserve on June 30, 2014. This subsection
becomes effective June 30, 2013. Funds transferred under this section to the Repairs and
Renovations Reserve are appropriated for the 2013 and 20142015 fiscal years and shall
be usedn accordance witks.S.143G4-3.

SECTION 2.2.(d) NotwithstandingG.S.143G4-2, the State Controller shall
transfer a total of two hundred thistyvo million five hundred thirtyseven thousand nine
hundred fortytwo dollars ($232,537,942) from the ureeged fund balance to the Savings
Reserve Account on June 30, 2013, and the sum of -8ektgn million one hundred
twentytwo thousand three hundred forix dollars ($37,122,346) from the unreserved fund
balance to the Savings Reserve Account on Jun€@D4. Neither of these transfers is an
"appropriation made by lalvas that phrase is used in Section 7(1) of Article V of the North
Carolina Constitution. This subsection becomes effective June 30, 2013.

SECTION 2.2.(e) Notwithstanding any other prows of law to the contrary,
effective July 1, 2013, the following amounts shall be transferred to the State Controller to be
deposited in the appropriate budget code as determined by the State Controller. These funds
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shall be used to support the Generahdriappropriations as specified in this act for the
20132014 fiscal year and the 202915 fiscal year.

Budget Fund FY 20132014 FY 20142015

Code Code Description Amount Amount
24100 2514 E-Commerce Fund $ 5,111,585 $ 6,000,000
24500 2225 MisdemeananConfinement Fund 1,000,000 1,000,000
24160 2000 NC FICA Account 6,000,000 0
68025 6101 NC Public Campaign Finance Fund 3,500,000 0
73429 7429 Separate Insurance Benefits Plan  $ 16,510,611 $ 16,510,611

PART lll. CURRENT OP ERATIONS/HIGHWAY FUN D

CURRENT OPERATIONS AND EXPANSION/HIGHWAY FUND
SECTION 3.1. Appropriations from the State Highway Fund for the maintenance
and operation of the Department of Transportation and for other purposes as enumerated are
made for the fiscal biennium ending June 3@,%2@&ccording to the following schedule:
Current Operations i Highway Fund 20132014 20142015
Department of Transportation
Administration $ 91,066,219 $ 94,975,916

Division of Highways

Administration 35,139,990 35,139,990
Construction 61,669,922 46,859,878
Maintenance 1,120,543,988 1,022,097,721
Planning and Research 4,055,402 4,055,402
OSHA Program 365,337 365,337
Ferry Operations 40,935,538 39,785,538
State Aid to Municipalities 142,102,740 136,874,010
Intermodal Divisions
Public Transportabn 85,244,235 85,244,235
Aviation 28,744,510 22,244,510
Ralil 40,142,294 24,692,294
Bicycle and Pedestrian 751,066 751,066
Governols Highway Safety 284,932 284,932
Division of Motor Vehicles 118,994,643 119,532,589
Other State Agencies, Reservesisfers 260,693,983 263,469,382
Capital Improvements 18,055,500 19,937,700

Total Highway Fund Appropriations
HIGHWAY FUND/AVAILABILITY STATEMENT

fiscal biennial budget is shown below:

$2,048,790,299 $1,916,310,500

SECTION 3.2. The Highway Fund availability used in developing the 2003

S402PCCS85274 Ex-4
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Highway Fund Availability Statement 20132014 20142015
Unreserved Fund Balance $ 72,214,149 $ 0
Estimated Revenue 1,937,200,000 1,892,400,000
Adjustment to Revenue Availability:
Adjustment to Emission Inspectior&s 23,600,000 21,600,000
Adjustment to Technology Improvement Account Fees 634,000 634,000
Motor Fuel Tax

(Shallow Draft Navigation Channel Dredging Fund)  (2,280,350) (2,193,500)
Motor Fuel Tax (37.5 cent per gallon cap) (1,837,500) 0
Electric Vehicle Rqgistration Fee 60,000 120,000
North Carolina Railroad Company Dividend Payments 19,200,000 3,750,000
Total Highway Fund Availability $2,048,790,299 $1,916,310,500
Unappropriated Balance 0 0

PART IV. HIGHWAY TRU ST FUND APPROPRIATIONS

HIGHWAY TRUST FU ND APPROPRIATIONS

SECTION 4.1. Appropriations from the State Highway Trust Fund for the
maintenance and operation of the Department of Transportation and for other purposes as

enumerated are made for the fiscal biennium ending June 30, 2015, accottmdoitowing
schedule:

Current Operations i Highway Trust Fund 20132014 20142015
Program Administration $ 45,590,880 $ 45,590,880
Aid to Municipalities 0 0
Intrastate 0 0
Secondary Roads 0 0
Urban Loops 0 0
Mobility Fund 0 0
Turnpike Authority 49,000,00 49,000,000
Transfer to General Fund 0 0
Transfer to Highway Fund 400,000 400,000
Debt Service 79,170,090 60,307,448
Strategic Prioritization Funding Plan

for Transportation Investments 930,926,530 950,101,672
Total Highway Trust Fund Appropriations $ 1,105,087,500 $ 1,105,400,000

HIGHWAY TRUST FUND AVAILABILITY STATEMENT

SECTION 4.2. The Highway Trust Fund availability used in developing the

20132015 fiscal biennial budget is shown below:

Highway Trust Fund Availability 20132014 20142015
Unreserve Fund Balance $ 0 $ 0
Estimated Revenue 1,105,700,000 1,105,400,000
Adjustment to Revenue Availability

Motor Fuel Tax (37.5 cent per gallon cap) (612,500) 0
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Total Highway Trust Fund Availability $ 1,105,087,60 $1,105,400,000
Unappropriated Balance $ 0 $ 0
PART V. OTHER APPROPRIATIONS

APPROPRIATION OF OTHER FUNDS
SECTION 5.1.(a) Expenditures of cash balances, federal funds, departmental
receipts, grants, and gifts from the General Fund, Special Revenue Fund, Enterprise Fund,
Internal Service Fund, dnTrust and Agency Fund are appropriated and authorized for the
20132015 fiscal biennium as follows:
(2) For all budget codes listed in "The State of North Carolina Recommended
Continuation Budget and Fund Purpose Statements,-2013"' and in the
BudgetSupport Document, cash balances and receipts are appropriated up to
the amounts specified, as adjusted by the General Assembly, for the
20132014 fiscal year and the 202015 fiscal year. Funds may be
expended only for the programs, purposes, objects,linaditems or as
otherwise authorized by the General Assembly. Expansion budget funds
listed in those documents are appropriated only as otherwise provided in this

act.
(2) Notwithstanding the provisions of subdivision (1) of this subsection:
a. Any recepts that are required to be used to pay debt service

requirements for various outstanding bond issues and certificates of
participation are appropriated up to the actual amounts received for
the 20132014 fiscal year and the 202015 fiscal year and shdle

used only to pay debt service requirements.

b. Other funds, cash balances, and receipts of funds that meet the
definition issued by the Governmental Accounting Standards Board
of a trust or agency fund are appropriated for and in the amounts
required 6 meet the legal requirements of the trust agreement for the
20132014 fiscal year and the 2024015 fiscal year.

SECTION 5.1.(b) Receipts collected in a fiscal year in excess of the amounts
authorized by this section shall remain unexpended and unenadninetil appropriated by
the General Assembly in a subsequent fiscal year, unless the expenditure of overrealized
receipts in the fiscal year in which the receipts were collected is authorized by the State Budget
Act. Overrealized receipts are appropriaigp to the amounts necessary to implement this
subsection.

SECTION 5.1.(c) Notwithstanding subsections (a) and (b) of this section, there is
appropriated from the Reserve for Reimbursements to Local Governments and Shared Tax
Revenues for each fiscal yean amount equal to the amount of the distributions required by
law to be made from that reserve for that fiscal year.

SECTION 5.1.(d) The Office of State Budget and Management, the Office of the
State Controller, the Department of Revenue, and the |Fsearch Division shall jointly
study the Reserve for Reimbursements to Local Governments and Shared Tax Revenues
(Budget Code 24705) within the Department of Revenue and shall determine the best manner
in which to budget the funds deposited into andeexied from this fund. When conducting this
study, the Office of State Budget and Management, the Office of the State Controller, the
Department of Revenue, and the Fiscal Research Division shall jointly determine if any
statutory or other changes are nekgteorder to ensure that these funds are properly accounted
for and budgeted in a manner consistent with the North Carolina Constitution. No later than
May 1, 2014, the Office of State Budget and Management, the Office of the State Controller,
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the Departrant of Revenue, and the Fiscal Research Division shall report the results of this
study, including their findings, recommendations, and any legislative proposals, to the Chairs
of the Senate Appropriations/Base Budget Committee and of the House Appoopriati
Committee.

SECTION 5.1.(e) Subdivisions (2) through (4) of subsection (d) of Section 5.1 of
S.L. 2011145, as enacted by Section 5.1 of S.L. 2042, are repealed. This subsection
becomes effective on June 30, 2013.

OTHER RECEIPTS FROM PENDING GRAN T AWARDS

SECTION 5.2.(a) Notwithstanding G.S.143G6-4, State agencies may, with
approval of the Director of the Budget, spend funds received from grants awarded subsequent
to the enactment of this act for grant awards that are for less than two milkohuindred
thousand dollars ($2,500,000), do not require State matching funds, and will not be used for a
capital project. State agencies shall report to the Joint Legislative Commission on
Governmental Operations within 30 days of receipt of such funds.

State agencies may spend all other funds from grants awarded after the enactment of
this act only with approval of the Director of the Budget and after consultation with the Joint
Legislative Commission on Governmental Operations.

SECTION 5.2.(b) The Office of State Budget and Management shall work with
the recipient State agencies to budget grant awards according to the annual program needs and
within the parameters of the respective granting entities. Depending on the nature of the award,
additional Stag¢ personnel may be employed on a tiiméted basis. Funds received from such
grants are hereby appropriated and shall be incorporated into the authorized budget of the
recipient State agency.

SECTION 5.2.(c) Notwithstanding the provisions of this sectioo State agency
may accept a grant not anticipated in this act if acceptance of the grant would obligate the State
to make future expenditures relating to the program receiving the grant or would otherwise
result in a financial obligation as a consequ@eotaccepting the grant funds.

CIVIL PENALTY AND FORFEITURE FUND
SECTION 5.3.(a) Appropriations are made from the Civil Penalty and Forfeiture
Fund for the fiscal biennium ending June 30, 2015, as follows:

FY 20132014 FY 20142015
School Technology Fd $ 18,000,000 $ 18,000,000
State Public School Fund $163,392,921 $120,362,790
Total Appropriation $181,392,921 $138,362,790

SECTION 5.3.(b) Excess receipts realized in the Civil Penalty and Forfeiture Fund
in the 20122013 fiscal year are hereby appriated to the State Public School Fund for the
20132014 fiscal year.

SECTION 5.3.(c) Excess receipts realized in the Civil Penalty and Forfeiture Fund
in the 20132014 fiscal year shall be allocated to the School Technology Fund for the
20142015 fiscalyear.

INDIAN GAMING EDUCATION REVENUE FUND

SECTION 5.4.(a) There is appropriated from the Indian Gaming Education
Revenue Fund to the Department of Public Instruction, School Technology Fund, the sum of
three million dollars ($3,000,000) for the 202B14 fiscal year and the sum of three million
five hundred thousand dollars ($3,500,000) for the 220¥5 fiscal year.

SECTION 5.4.(b) G.S.143G9-7 does not apply to the use of these funds for the
20132015 fiscal biennium.

Pagel0 Senate Bill 402 S402PCCS85274 Ex-4
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PART VI. GENERAL PRO VISIONS

CONTINGENCY AND EMERGENCY FUND LIMITATION

SECTION 6.1. For the 2013015 fiscal biennium and notwithstanding the
provisions of G.S143G4-4(b), funds appropriated to the Contingency and Emergency Fund
may be used only for expenditures required (i) bywataor Industrial Commission order or (ii)
to respond to events as authorized under BZ6A-19.40(a) of the North Carolina Emergency
Management Act. These funds shall not be used for other statutorily authorized purposes or for
any other contingencies éemergencies.

ESTABLISHING OR INCREASING FEES UNDER THIS ACT

SECTION 6.2.(a) Notwithstanding G.S12-3.1, an agency is not required to
consult with the Joint Legislative Commission on Governmental Operations prior to
establishing or increasing a feethe level authorized or anticipated in this act.

SECTION 6.2.(b) Notwithstanding G.S150B-21.1A(a), an agency may adopt an
emergency rule in accordance with GLS0B-21.1A to establish or increase a fee as authorized
by this act if the adoption of a rilwould otherwise be required under Article 2A of Chapter
150B of the General Statutes.

GLOBAL TRANSPARK LOAN REPAYMENT

SECTION 6.3.(a) The Office of State Budget and Management shall transfer funds
from the Reserve for Global TransPark Loan Repaymentth® Escheat Fund as
paymentin-full for the outstanding loan from the Escheat Fund to the Global TransPark
Authority originally authorized under G.63A-4(a)(22) and G.S147-69.2(b)(11).

SECTION 6.3.(b) G.S.63A-4(a)(22) is repealed.

SECTION 6.3.(c) G.S.147-69.2(b)(11) is repealed.

MSA PAYMENTS

SECTION 6.4.(a) Sections 2(a) and 2(b) of S.L. 199%re repealed.

SECTION 6.4.(b) Section 6 of S.L. 1992, as amended by Section 6.11(d) of
Session Law 201145 and Section 7(b) of Session Law 2@®P1, eads as rewritten:

"SECTION 6.(a) Except as provided in subsection (b) of this section, it is the intent of the
General-Assembly—that-th€he funds under the Master Settlement Agreement, which is
incorporated into the ConseBecree,—be-allocated-asfale:Decree shall becredited to the
Settlement Resereund.
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(b)  Any monies paid ito the North Carolina State Specific Account from the Disputed
Payments Account on account of the Neerticipating Manufacturers that would have been
transferred to The Golden L. E A.F. (Loiigrm Economlc Advancement Foundatiolmg--ef

deposited in the Settlement Reseffus o

SECTION 6.4.(c) The Attorney General shaII take all necessary actlons to notify
the court in the action entitleéstate of North Carolina v. Philip Morris Incorporated, et @8
CVS 14377, in the General Court of Justice, Superior Court Division, Wake County, North
Carolina, and the administrators of the State Specific Account isbidblunder the Master
Settlement Agreement of this action by the General Assembly regarding redirection of
payments set forth in subsections (a) and (b) of this section.

SECTION 6.4.(d) G S. 11629 1(b) reads as rewrltten

&)  Fhe the funds remitted to the University CarcResearch Fund by the
Secretary of Revenue from the tax on tobacco products other than cigarettes
pursuant to G.S105-113.40Aisareappropriated for this purpose.

3 An—ameant—equal%—the—dt#erenee—betneen—@—ﬂ#y—namen—dellars

ivisions (1)

W—@—GHHH@S%&BBWMWE—G@%@—%%r this

SECTION 6.4. (e) G.S.143G9-3 reads as rewritten:
"8 143G9-3. Settlement Reserve Fund.
€)) The "Settlement Resve Fund" is establlsh%—a—restneted—reserwre the General

receive proceedsdm tobacco Irtrqatron settlement aqreements or flnal orders or judgments of
a court in litigation between tobacco companies and the skateds credited to the Settlement
Reserve Funéach fiscal yeashall be included in General Fuadailability as notax revenue
for the next fiscal year.

(b), (c) Repealed by Session Laws 2ab5, s. 6.11(i), effective July 1, 2011.
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(d) Unless prohibited by federal law, federal funds provided to the State by block grant
or otherwise as part of federal legislation inmpénting a settlement between United States
tobacco companies and the states shall be credited to the Settlement Reserve Fund. Unless
otherwise encumbered or distributed under a settlement agreement or final order or judgment of
the court, funds paid to tH&tate or a State agency pursuant to a tobacco litigation settlement
agreement, or a final order or judgment of a court in litigation between tobacco companies and
the states, shall be credited to the Settlement Reserve Fund."

GOVERNMENT EFFICIENCY AND RE FORM

SECTION 6.5.(a) The Office of State Budget and Management shall contract for a
Government Efficiency and Reform review and analysis of the executive branch of State
government, which shall be known as NC GEAR. The purpose of the review and asalysis i
evaluate the efficiency and effectiveness of State government and to identify specific strategies
for making State government more efficient and effective. The review and analysis may
examine entire departments, agencies, institutions, or similarrgongg in different
departments. The review and analysis shall include an examination of the efficiency and
effectiveness of major management policies, practices, and functions pertaining to the
following areas:

(1) The statutory authority, funding sourcesid functions of each department,

agency, institution, or program.

(2)  The organizational structure and staffing patterns in place to perform these
functions and whether they are appropriate based on comparative data and
other reasonable staffing criteria.

(3) The measurement of each reviewed program's outcomes, overall
performance, and success in accomplishing its mandated or stated mission
and subsequent goals, considering the resources provided to the program.

(4) State and local responsibilities for prding government services and
funding for those services, and whether these responsibilities should be
reallocated.

(5) Personnel systems operations and management.

(6)  State purchasing operations and management.

(7) Information technology and telecommaoatiions systems policy,
organization, and management.

(8) The identification of opportunities to reduce fragmentation, duplication, and
related or overlapping services or activities through restructuring of
departmental organizations and streamlining o

SECTION 6.5.(b) All executive branch departments, agencies, boards,
commissions, authorities, and institutions in the executive branch of State government,
including receiptsupported agencies, and all rState entities receiving State funds shall b
subject to review and analysis. The chief administrative officer of each entity shall ensure full
cooperation with the Office of State Budget and Management and provide timely responses to
the Office of State Budget and Management's request for infermatider the provisions of
G.S.143G2-1(b).

SECTION 6.5.(c) The Office of State Budget and Management will work
collaboratively with the Office of State Auditor to develop the review, analysis, and findings
needed to produce a final report and recommtamakato the Governor and General Assembly.

SECTION 6.5.(d) The contracting provisions of Chapter 143 of the General
Statutes and related State purchasing and budget regulations do not apply to NC GEAR,;
however, the Office of State Budget and Managemkall seport all external contracts for
consultants or professional services within 30 days of their execution to the Joint Legislative
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Commission on Governmental Operations, the Fiscal Research Division, the President Pro
Tempore of the Senate, and the & of the House of Representatives.

SECTION 6.5.(e) The Office of State Budget and Management shall submit an
interim report of the NC GEAR's analysis, findings, and recommendations to the Governor, the
President Pro Tempore of the Senate, the Spedkbe dHouse of Representatives, the Fiscal
Research Division, and the Program Evaluation Division by February 15, 2014, and a final
report by February 15, 2015.

SECTION 6.5.(f) Funds appropriated for NC GEAR shall be used to contract with
consultants anather experts and to pay for travel, postage, printing, planning, and other
related costs as needed to accomplish the objectives specified for the project. Funds
appropriated for the 2013015 fiscal biennium for NC GEAR shall not revert at the end of
eachfiscal year but shall remain available for expenditure for the project.

EXPENDITURES OF FUNDS IN RESERVES LIMITED
SECTION 6.6. All funds appropriated by this act into reserves may be expended
only for the purposes for which the reserves were established

BUDGET CODE CONSOLIDATIONS

SECTION 6.7. Notwithstanding G.S143G6-4, the Office of State Budget and
Management may, after reporting to the Fiscal Research Division, adjust the authorized budget
by making transfers among purposes or programs foruhmope of consolidating budget and
fund codes or eliminating inactive budget and fund codes. The Office of State Budget and
Management shall change the authorized budget to reflect these adjustments.

NORTH CAROLINA STATE LOTTERY COMMISSION CONTRACTS
SECTION 6.8. G.S.18CG-151(a) reads as rewritten:

"(a) Except as otherwise specifically provided in this subsection for contracts for the
purchase of services, apparatus, supplies, materials, or equipment, Article 8 of Chapter 143 of
the General Statutes, indimg the provisions relating to minority participation goals, shall
apply to contracts entered into by the Commission. If this subsection and Article 8 of Chapter
143 are in conflict, the provisions of this subsection shall control. In recognition of the
particularly sensitive nature of the Lottery and the competence, quality of product, experience,
and timeliness, fairness, and integrity in the operation and administration of the Lottery and
maximization of the objective of raising revenues, a contracthferpurchase of services,
apparatus, supplies, materials, or equipment requiring an estimated aggregate expenditure of
ninety-thousand-dollars ($90,0@Mee hundred thousand dollars ($300,000more may be
awarded by the Commission only after the failog have occurred:

& n

PROVISION OF ANONYMOUS TAX RETURN DATA TO STATE BUDGET

DIRECTOR

SECTION 6.9. G.S.105259(b) is amended by adding the following new
subdivision to read:

"(b) Disclosure Prohibited. An officer, an employee, or an agent of thet&taho has
access to tax information in the course of service to or employment by the State may not
disclose the information to any other person except as provided in this subsection. Standards
used or to be used for the selection of returns for exammatid data used or to be used for
determining the standards may not be disclosed for any purpose. All other tax information may
be disclosed only if the disclosure is made for one of the following purposes:

e
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(44) To furnish the State Budgé&tirector or tle Directols designee sampleof
tax _returns or other tax information from which taxpayerames and
identification numbers have been removed thasu#able in character,
composition, and size for statistical analybgsthe Office of State Budget
andManagement.

EXEMPTIONS FROM MANAGEMENT FLEXIBILITY REDUCTIONS

SECTION 6.10. Notwithstanding G.S143G6-4, expansion funds appropriated for
the 20132015 fiscal biennium to State agencies as defined by133:1-1(d)(24) shall not
be used to offset magement flexibility adjustments in this act.

REVISE PUBLIC SCHOOL BUILDING CAPITAL FUN D/ APPROPRIATE
EDUCATION LOTTERY FU NDS
SECTION 6.11.(a) G.S.115G546.1(a) reads as rewritten:
"(a) There is created the Public School Building Capital Fund. The Suaitibe used to
assist county governments in meeting their public school building captds—and-their
i i leeds
SECTION 6.11.(b) G.S.115G546.2 reads as rewritten:
"8 115G546.2. Allocations fom the Fund; uses; expenditures; reversion to General
Fund; matching requirements.

(b) Counties shall use moniga—the—undpreviously credited to the Fund by the
Secretary of Revenue pursuantGdS.115G546.1(b)for capital outlay projects includg the
planning, construction, reconstruction, enlargement, improvement, repair, or renovation of
public school buildings and for the purchase of land for public school buildings; for equipment
to implement a local school technologlan-that-is—approvedupsuantt66-S-115G102.6C;
plan;or for both. Monies used to implement a local school technology plan shall be transferred
to the State School Technology Fund and allocated by that Fund to the local school
administrative unit for equipment.

As used in tls section,"public school buildings only includes facilities for individual
schools that are used for instructional and related purposes and does not include centralized
administration, maintenance, or other facilities.

In the event a county finds thatdoes not need all or part of the funds allocated to it for
capital outlay projects including the planning, construction, reconstruction, enlargement,
improvement, repair, or renovation of public school buildings, for the purchase of land for
public schob buildings, or for equipment to implement a local school technology plan, the
unneeded funds allocated to that county may be used to retire any indebtedness incurred by the
county for public school facilities.

In the event a county finds that its publaheol building needs and its school technology
needs can be met in a more timely fashion through the allocation of financial resources
previously allocated for purposes other than school building needs or school technology needs
and not restricted for use meeting public school building needs or school technology needs,
the county commissioners may, with the concurrence of the affected local Board of Education,
use those financial resources to meet school building needs and school technology needs and
may allocate the funds it receives under this Article for purposes other than school building
needs or school technology needs to the extent that financial resources were redirected from
such purposes. The concurrence described herein shall be securedhrceanivie allocation
of the previously unrestricted financial resources and shall be on a form prescribed by the Local
Government Commission.

(© Monies previously credited to the Fund by the Secretary of Revenue pursuant to
G.S.115G546.1(b)for capital projects shall be matched on the basis of one dollar of local
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funds for every three dollars of State fundlniesSuch moniesn the Fund transferred to the
State Technology Fund do not require a local match.

Revenue received from local sales and useddRat is restricted for public school capital
outlay purposes pursuant .S.105502 or G.S.105487 may be used to meet the local
matching requirement. Funds expended by a county after July 1, 1986, for land acquisition,
engineering fees, architectufaes, or other directly related costs for a public school building
capital project that was not completed prior to July 1, 1987, may be used to meet the local
match requirement.

(d) If funds are appropriated from the Education Lottery Fund to the P8bhool
Building Capital Fund, such funds shall be allocated for school capital construction poojects
a per average daily membership basis according to the average daily membership for the budget
vear as determlned and certlfled by the State Board otﬁ&nhmMemes%ransfe#ed%—the

3) No county shall have to provide matching funds required under subsection
(c) of this section.

(4) A county may use monies in this Fund to pay fohogd construction
projects in local school administrative units and to retire indebtedness
incurred for school construction projects.

(5) A county may not use monies in this Fund to pay for school technology
needs.

(e) The State Board of Education may ufe to one million five hundred thousand
dollars ($1,500,000¢ach yeaof monesin the Fundo support positions in the Department of
Public Instructiofs Support Services Divisidh.

SECTION 6.11.(c) G.S.18CG-164 reads as rewritten:

"8 18CG164. Transferof net revenues.

(@ The funds remaining in the North Carolina State Lottery Fund after receipt of all
revenues to the Lottery Fund and after accrual of all obligations of the Commission for prizes
and expenses shall be considered to be the net revehtles orth Carolina State Lottery
Fund. The net revenues of the North Carolina State Lottery Fund shall be transferred four times
a year to the Education Lottery Fund, which shall be created in the State treasury.
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(b) From the Education Lottery Fund, tgemmissionOffice of State Budget and
Managemenshall transfer a sum equal to five percent (5%) of the net revenue of the prior year
to the Education Lottery Reserve Fund. A special revenue fund for this purpose shall be
established in the State treastmybe known as the Education Lottery Reserve Fund, and that
fund shall be capped at fifty million dollars ($50,000,000). Monies in the Education Lottery
Reserve Fund may be appropriated only as provided in subsection (e) of this section.

(© Fhe—Commissionshalldistribute The General Assembly shall apprapei the
remaining net revenue of the Education Lotteepd;-as-follows,-in-the-folewing-manneund
annuallyin the Current Operations Appropriations Afdr educatiorrelated purposedased
upon estinates of lottery net revenue to the Education Lottery Fund provided by the Office of
State Budget and Management and the Fiscal Research Division bédlstative Services

Commission

(e) If the actual net revenues are less tti@nappropriation for that given year, then the
Governor may transfer from the Education Lottery Reserve Fund an amount sufficient to equal

the approprlatlon by the General Assembty@he—memes—ax&l&ble—m—the—Edueaﬂen—l:eHery

() H-the—actualActual net revenuegxeeedin excess othe amounts appropriated in
that-fiscalyear,—the-excess—net-revenurdiscal year shall remain in the Education Lottery

SECTION 6.11.(d) G.S.115G499.3(b)reads as rewritten:
"(b) Subject to the maximum amounts provided in this section, the Authority shall have
the power to determine the actual scholarshlp amounts disbursed to students in any given year

based on the amount pé
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appropriated from the Education Lottery Futfdthe net income available is not sufficient to
fully fund the scholarships to the maximum amount, all scholarships shall be reduced equally,
to the extent practicable, sthat every eligible applicant shall receive a proportionate
scholarship amourit.

SECTION 6.11.(e) The appropriations made from the Education Lottery Fund for
the 20132015 fiscal biennium are as follows:

FY 20132014 FY 20142015

Classroom Teachers $ 220,643,188 $ 220,643,188
Prekindergarten Program 75,535,709 75,535,709
Public School Building Capital Fund 100,000,000 100,000,000
Scholarships for Needy Students 30,450,000 30,450,000
UNC NeedBased Financial Aid 10,744,733 10,744,733
UNC NeedBased Finacial Aid Forward Funding Reserve 32,530,359 19,130,728
Digital Learning 11,928,735 11,928,735
TOTAL APPROPRIATION $ 481,832,724 $ 468,433,093

SECTION 6.11.(f) NotwithstandingG.S.18C-164, the Office of State Budget and
Management shall not transfer fusb the Education Lottery Reserve Fund for the 2004
fiscal year.

SECTION 6.11.(g) Funds appropriated for Digital Learning pursuant to subsection
(e) of this section shall be used to support grants to local education agencies (LEAS) for (i)
delivering educator professional development focused on using digital and other instructional
technologies to provide highuality, integrated digital teaching and learning to all students and
(if) acquiring quality digital content to enhance instruction.

Up to onemillion dollars ($1,000,000) may be used by the Department of Public
Instruction to (i) develop a plan to transition from funding for textbooks, both traditional and
digital, to funding for digital materials, including textbooks and instructional resoaroe (ii)
provide educational resources that remain current, are aligned with curriculum, and are
effective for all learners by 2017. The plan shall also include an inventory of the infrastructure
needed to support robust digital learning in public sahool

SECTION 6.11.(h) Subsection (c) of this section becomes effective June 30, 2013.

STATE BUDGET ACT AMENDMENTS

SECTION 6.12.(a) G.S.143G1-1(d)(19) reads as rewritten:

"(19) Nontax revenuel Revenue that is not a tax proceed a departmental
receiptand that is required by statute to be creditethtoGeneral-Fund.
fund”

SECTION 6.12.(b) G.S.143G1-1(d)(30) reads as rewritten:

"(30) Unreserved fund balancé. The available Generalundcash balance
effective June 30 after excluding documentectuembrances, unearned
revenuefederal-grantsstatutory requirements, and other legal obligations to
General-Funeh funds cashbalanceas determined by the State Controller.
Beginning unreserved fund balance equals ending unreserved fund balance
from theprior fiscal year.

SECTION 6.12.(c) G.S.143G1-3(c) reads as rewritten:

"(c) Notwithstanding subsections (a) and (b) of this section, funds established for The
University of North Carolina and its constituent institutions pursuant to the followindestatu
are exempt from Chapter 143C of the General Statutes and shall be accounted for as provided
by those statutes, except that the provisions of Article 8 of Chapter 143C of the General
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Statutes shall apply to the fund3:S.116-35, 11636, 11636.1, 11636.2, 11636.4, 11636.5,
116-36.6, 11644.4, 11668, 116220,116-235,-116238116-235""

SECTION 6.12.(d) Article 1 of Chapter 143C of the General Statutes is amended
by adding a new section to read:
"8 143G1-5. Chapter is applicable to The Universityof North Carolina.

Except as expressly provided ®S.143G1-3(c) orotherwise expressly provided by law
The University of North Carolina shall be subject to the provisions of this Chapter in the same
mannerand to the same degras otheiState agence”

SECTION 6.12.(e) G.S.143G3-5(e) reads as rewritten:

"(e) Revende-Availability Estimates. T The recommended Current Operations
Appropriations Act shall contain a statement showing the estimates of General Fund
availability, Highway Fund availabilityand Highway Trust Fund availability upon which the
Recommended State Budget is based.

SECTION 6.12.(f) G.S.143G9-6 reads as rewritten:
"8 143G9-6. JDIG ReserveFundReserve.

(@) The State Controller shall establish a reserve in the General FuaktmWwn as the
JDIG Reserve. Funds from the JDIG Reserve shall naxpended-etransferred except in
accordance witls.S.143B-437.63.

(b) It is the intent of the General Assembly to appropriate funds annually to the JDIG
Reserve established in this sen in amounts sufficient to meet the anticipated cash
requirements for each fiscal year of the Job Development Investment Grant Program
established pursuant @.S.143B-437.52"

SECTION 6.12.(g) G.S.143G9-8(a) reads as rewritten:

"(@) The State Contdler shall establish a reserve in the General Fund to be known as the
One North Carolina Fund Reserve. Funds from the One North Carolina Fund Reserve shall not
be expended-etransferred except in accordance Wats.143B-437.75"

SUBSTANTIVE CHANGES
SECTION 6.12.(h) G.S.143G1-1(d) is amended by adding the following new
subdivisions to read:
"(la) Authorized budgeti The certified budget with changes authorized by the
Director of the Budget through authority grantedars.143G6-4 or other
statutes
(1b) Availability. 1T The total anticipated cash available withinfand for
appropriation purposes, including unreserved fund balance and all revenue
and receipts anticipated in a fiscal year.

(7a) Continuation budgeti That part of the Recommende8tate Budget
necessary to continue the same level of services in the next biennium as is
provided in the current fiscal yeancluding (i) mandated Social Security
rate adjustments (i) annualization of programs and positipn§ii)
enrollmentadjustmerg for public schools and Medicaidiv) reductions to
adjust for items funded with nonrecurring funds during the prior fiscal
biennium; (v) increases to adjust for nonrecurring reductions during the prior
fiscal biennium;and (vi) if deemed necessary by ethDirector, other
adjustments such as _inflation, building reserves, and equipment
replacement.

SECTION 6.12.(i) G.S.143G1-1(d)(7) reads as rewritten:

"(7) Certified budget.i The budget as enacted by the General Assembly
including adjustments made fdi) distributions to State agencies from
statewide reserves appropriated by the General Assembly, (ii) distributions
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of reserves appropriated to a specific agency by the General Assembly, and
(iif) organizational or budget changelirected-mandatedby the General
Assembly-but-left-to-the Directorto-carry-gdgsembly!
SECTION 6.12.(j) G.S.143G3-3 reads as rewritten:
"8 143G3-3. Budget requests from State agencies in the executive branch.

é
(b) University of North Carolina System RequestNotwithstanding subseetions—€),

{)—and—{e)-of this—section—pursuantttee requirement in5.S.116-11 that the Board of

Governorsshaltprepare a unified budget request for all of the constituent institutions of The

University of North Carolinajreluding-repails and renovations, capital fund requests, and

information teehnelegytechnology requests shall comply with subsections (c), (d)(@ndf

this section.

(e) Information Technology Request.In addition to any other information requested
by the Director any State agency requesting significant State resources, as defined by the
Director, for the purpose of acquiring or maintaining information technology shall accompany
that request with all of the following:

(1) A statement of its needs for informatioechnology and related resources,
including expected improvements to programmatic or business operations,
together with a review and evaluation of that statement prepared by the State
Chief Information Officer.

(2) A statement setting forth the requiremeifuis State resources, together with
an evaluation of those requirements by the State Chief Information Officer
that takes into consideration the Stturrent technology, the opportunities
for technology sharing, the requirements of Article 3D of Chapt&rof the
General Statutes, and any other factors relevant to the analysis.

(3) A statement by the State Chief Information Officer that sets forth viable
alternatives, if any, for meeting the agency needs in an economical and
efficient manner.

(4) In the case of an acquisition, an explanation of the method by which the
acquisition is to be financed.

This subsection shall not apply to requests submitted by the GésssshblyAssembly or
the Administrative Office of th€eurts-orFhe-University-of NeriBarolinaCourts'

SECTION 6.12.(k) G.S.143G3-5 reads as rewritten:

"8 143G3-5. Budget recommendations and budget message.

(b)  Odd-NumberedriseatYears.i In oddnumbered years the budget recommendations
shall include the following components:

(1) A Recommended State Budget setting forth goals for improving the State
with recommended expenditure requirements, funding sources, and
performance information for each State government program and for each
proposed capital improvement. The Recommended Ratlget may be
presented in a format chosen by the Director, except that the Recommended
State Budget shall clearly distinguish program continuation requirements,
program reductions, program eliminations, program expansions, and new
programs, and shall ebgin all proposed capital improvements in the context
of the SixYear Capital Improvements Plan and as required by

G.S.143G8- GJFhe—Dimetel;shalHnelﬂde—asreennm*auen—reqwremeH{s the
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(1 The Governds Recommended State Budget shall include a continuation
budgé, whichshall be presented in the budget support document pursuant to
subdivision (2) of this subsection.

e

(5) A list of budgetadustmentsmade during the prior fiscal year pursuant to
G.S.143G6-4 that are included in the proposed continuation budget for the
upcoming fiscal year.

(c) EvenNumbered Fiseal-Years. i In evennumbered years, the Governor may
recoomend changes in the enacted budget for the second year of the biennium. These
recommendations shall be presented as amendments to the enacted budget and shall be
incorporated in a recommended Current Operations Appropriation Act and a recommended
Capital mprovements Appropriations Act as necessary. Any recommended changes shall
clearly distinguish program reductions, program eliminations, program expansions, and new
programs, and shall explain all proposed capital improvements in the context of -tfieaSix
Capital Improvements Plan and as required@$.143G8-6. The Governor shall provide
sufficient supporting documentation and accounting detail, consistent with that required by
G.S.143G3-5(b), corresponding to the recommended amendments to thecehadgget.

(d) Funds Included in Budget. Consistent with requirements of the North Carolina
Constitution, Article 5, Section 7(1), the GoversdRecommended State Budget, together with
the Budget Support Document, shall include recommended expendit@tdeofunds from all
Governmental and Proprietary Funds, as those funds are describ&iSit43G1-3.
G.S.143G1-3, and all funds established for The Universitly orth Carolina and its
constituent institutions that are subjecttihis Chapter Exced where provided otherwise by
federal law, funds received from the federal government become State funds when deposited in
the State treasury and shall be classified and accounted for in the Glvdyadget
recommendations no differently than funds frother sources.

e."

SECTION 6.12.(l) G.S.143G4-3 reads as rewritten:
"8 143CG4-3. Repairs and Renovation®Rkeserve-AccouniReserve.

@) Creation and Source of FundsThe Repairs and Renovations Resekeeountis
established as a reserve in the Genleuasld. The State Controller shall reserve to the Repairs
and Renovations Reseryecountonefourth of any unreserved fund balance, as determined
on a cash basis, remaining in the General Fund at the end of each fiscal year.

(b) Use of Fundsi The fundsm the Repairs and Renovations Reségeountshall be
used only for the repair and renovation of State facilities and related infrastructure that are
supported from the General Fund. Funds from the Repairs and Renovations Reserwg
shall be used owlfor the following types of projects:

(1) Roof repairs and replacements;

(2)  Structural repairs;

3) Repairs and renovations to meet federal and State standards;

4) Repairs to electrical, plumbing, and heating, ventilating, andaaiditioning
systems;

(5) Improvements to meet the requirements of the Americans with Disabilities
Act, 42 U.S.C. § 12101, et seq., as amended;

(6) Improvements to meet fire safety needs;

(7) Improvements to existing facilities for energy efficiency;

(8) Improvements to removeasbestos, lead paint, and other contaminants,
including the removal and replacement of underground storage tanks;

(9) Improvements and renovations to improve use of existing space;

(10) Historical restoration;

(11) Improvements to roads, walks, drivesliti€is infrastructure; and
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(12) Drainage and landscape improvements.

Funds from the Repairs and Renovations Resé&wsmountshall not be used for new
construction or the expansion of the building area (sqg. ft.) of an existing facility unless required
in order to comply with federal or State codes or standards.

(c) Use of Fundsl Funds Available Only Upon Appropriation.Funds reserved to the
Repairs and Renovations ReseAarountshall be available for expenditure only upon an act
of appropriation by th&eneral Assembly.

(d)  Beard-oefGovernorsMay-Allecatdllocation and Reallocation oFunds te-for
Particular Projects. Any funds in theReservefeiRepairs and Renovatiofigeservethat are
allocated to the Board of Governors of The University of Norénolhaor to the Office of
State Budget and Managememay be allocated or reallocated #we-Boarcthose agencief®r
repalrs and renovatlons prOJects o) Iong@ﬁsany—p#e}eet—that—reeehes—an—a%eaﬁen or
oard
onditions

following condltlons are satlsfled

(1) Any project that receives an allocation or realtmoa satisfies the
requirement®f subsection (b) of this section.

(2) If the allocation or reallocation of fundsom one project to anothemder
this section is two million five hundred thousand dollars ($2,500,000) or
morefor a particular projectthe Office of State Budget and Management or
the Board of Governorss appropriateconsults with the Jointegislative
Commission _on Governmental Operations prior the expenditure or
reallocation

3) If the allocation or reallocation of fundsom one poject to anther under
this section is less thatwo million five hundred thousand dollars
($2,500,000%or a particular projecthe allocation oreallocation of fundss
reported to the Joint Legislative Commission on Governmental Operations
within 60 daysof theexpenditure oreallocation

ice of State
epairs
allocation

this-section-within-60-days-of-anyreallocation-under-this-subséction.
SECTION 6.12.(m) G.S.143G6-1 reads as rewritten:

"§ 143G6-1. Budget enacted by the General Assembly; certified budgets of State
agencies.

(b) Departmental Receipt$. Departnental receipts collected to support a program or
purpose shall be credited to the fund from which appropriations have been made to support that
program or purposé State agency shall expend departmental receiptsifidtiding receipts
in excess of theamount of receipts budgeted in the certified budget for the program or purpose,
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and shall expend other funds appropridi@dthe purpose or program only to the extent that
receipts are insufficient to meet the castsicipated in the certified budget.

Except as authorized i6.S.143G6-4, excess departmental receipts shall not be used to
increase expenditures for a purpose or program.

(c) Certification of the Budget. The Director of the Budget shall certify to each State
agency the amount appropriatiedit for each program and each object fromgaernmental
and—proprietary—fundsfunds included in the budget as definedG.S.143G3-5(d). The
certified budget for each State agency shall reflect the total of all appropriations enacted for
each Sta agency by the General Assembly in the Current Operations Appropriations Act, the
Capital Improvements Appropriations Act, and any other act affecting the State budget. The
certified budget for each State agency shall follow the format of the BudgetrShmooment
as modified to reflect changes enacted by the General Assémbly.

SECTION 6.12.(n) G.S.143G6-4 reads as rewritten:
"§ 143G6-4. Budget Adjustments Authorized.

(@) Findings.i The General Assembly recognizes that even the most thorough budget
deliberations may be affected by unforeseeablents—Undavents; therefore, under the
limited circumstances set forth in this section, the Diresta#-is authorized tcadjust the
enacted budget by making transfers among lines of expenditure, purpopesgrams or by

mcreasmg expendltures funded by departmental rec&\s{éepne—eweumstanees—he\%ver

opriated to

(b)  Adjustments—to-theCertified-BudgetBudget Adjustmentsi Notwithstanding the
provisions ofG.S.143G6-1, a State agency may, with approval of the Director of the Budget,

spend more than wasitherizedappropriatedn the certified budgety adusting the authorized
budgetfor all of the following:

(1) Line items withinprograms.i An object or line item within a purpose or
program so long as the total amount expended for the purpose or program is
no more than was authorized in the certified dmidfor the purpose or
program.

(2) Responses toextraordinary events. i A purpose or program if the
overexpenditure of the purpose or program is:

a. Required by a court or Industrial Commission order;
b. Authorized under G.S.166A-19.40(a) of the North CQCalina
Emergency Management Act; or
C. Required to call out the North Carolina National Guard.
(3) Responses tanforeseertircumstancesi. A purpose or program not subject

to the provisions of subdivision (b)(2) of treabsection—but-enly-in-acecord
with-thefollowing-restrictions(-theubsectionif each of the following

conditions is satisfied:

a. Theoverexpenditure is required to continue the purpose or programs
due to complications or changes in circumstances that could not have
been foreseen whethe budget for the fiscal period wasacted,—(H)
theenacted

The scope of the purpose or program is netreased,—{H)
theincreased.

C. The overexpendlture is authorized oman#eeumng—bs;s—and—@v)

=

onetime nonrecurring basis for one ae only unless the
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overexpenditure is the result of (i) salary adjustments authorized by
law or (ii) the establishment of tirdanited positions funded with
agency receipts

(b1l) If the overexpenditure would cause a departfadotal requirementfor afundto
exceed the departméntcertified budget for a fiscal yedor that fund by more than three
percent (3%) the Director shall consult with the Joint Legislative Commission on
Governmental Operations prior to authorizing the overexpenditure.

(b2) Subection (b) of this sectioshall not be construed to authorize budget adjustments
that cause General Fund expenditures, excluding expenditures from General Fund receipts, to
exceed General Fund appropriations for a department.

e "

SECTION 6.12.(0) G.S.143C-6-21 reads as rewritten:
"8 143G6-21. Payments to nonprofits.

Except as otherwise provided by law, an annual appropriation of one hundred thousand
dollars ($100,000) or less to or for the use of a nonprofit corporakiaftmay be made in a
single amual paymentpayment, in the discretion of the Director of the Buddet.annual
appropriation of more than one hundred thousand dollars ($100,000) to or for the use of a
nonprofit corporation shall be made in quarterly or monthly payments, in the idisavéthe
Director of the Budget.

SECTION 6.12.(p) G.S.143G7-2(a) reads as rewritten:

"(a) Plans Submitted and ReviewédThe Secretary of each State agency that receives
and administers federal Block Grant funds shall prepare and submit the 'adgtacly Grant
plans to the Dlrector of the Budget The Dlrector of the Budget shall submlt the Block Grant
plans tothe : , , ,

yearthe General Assemblv as part tbfe Recommended State Budeetbmlttedpursuant to
G.S.143G3-5"

SECTION 6.12.(q) G.S.143G8-2 reads as rewritten:
"8 143G8-2. Capital facilities inventory.

(@) The Department of éministration shall develop and maintain an automated
inventory of all facilities owned by State agencies pursua@.$143341(4). The inventory
shall include the location, occupying agency, ownership, size, description, condition
assessment, mainterc@nrecord, parking and employee facilities, and other information to
determine maintenance needs and prepareyifée cost evaluations of each facility listed in
the inventory. The Department of Administration shall update and publish the inventasgtat le
once every three years. The Department shall also record in the inventory acquisitions of new
facilities and significant changes in existing facilities as they occur.

(b) No later than October 1 of each ewammbered year, the Department of
Administraton shall provide a summary of theformation maintained in the inventory
described in subsection (a) of this section to the Fiscal Research Divisiba bégislative
Services CommissiofThis summary shall include all of the following:

(1) A summary ofthe humber, type, square footage or acreage, and condition of
facilities allocated to or owned by each State agency.

(2) A summary of the geographical distributiohState facilities

(3) An estimate of the percentage increase or decrease of squargefaota
acreage allocated to or owned by each State agency since the last report was
submitted pursuant to this subsection.

(4)  Any other information requested by the Fiscal Research Division.

SECTION 6.12.(r) G.S.143G9-7(b) reads as rewritten:

"(b) Funds-Upon appropriation by the General Assembly, furetseived in the Indian

Gaming Education Revenue Fuade-hereby—appropriated—as—receivedto—the-State—Public
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School-Fund-foguarterly-alletmerghall be allocated quarterhy the State Board of Education

to local school administrative units, charter schools, and regional schools on the basis of
allotted average daily membership. The funds allotted by the State Board of Education pursuant
to this section shall be nonreverting. Funds received pursuanistsetttion by local school
administrative units shall be expended for classroom teachers, teacher assistants, classroom
materials or supplies, or textbodks.

CAP STATE FUNDED PORTION OF NONPROFIT SALARIES

SECTION 6.14. No more than one hundred twenty @isand dollars ($120,000) in
State funds may be used for the annual salary of any individual employee of a nonprofit
organization receiving State funds. For the purposes of this section, the term "State funds”
means funds as defined in G183CG1-1(d)(25) and any interest earnings that accrue from
those funds.

NO STATE FUNDS FOR LOBBYING

SECTION 6.15.(a) No State funds shall be used by a 18iate entity to pay for
lobbying or lobbyists.

SECTION 6.15.(b) For the purposes of this section, the followingfiwitions
apply:

(2) Lobbying.i As defined by G.S120G100(a)(9).

(2) Lobbyist.i As defined by G.S120G100(a)(10).

3) Non-State entityl As defined by G.S143G1-1(d)(18).

(4)  State fundsi As defined by G.S143G1-1(d)(25) and interest earningsat

accrue from those funds.

AVIATION FUEL TAX
SECTION 6.16. Section 3(b) of S.L. 20124 reads as rewritten:

"SECTION 3.(b) An interstate passenger air carrier is allowed a refund of the sales and
use tax paid by it on fuel in excess of one milliamothundred fifty thousand dollars
($1,250,000) for the period January 1, 2011, through June 30, 2011. The State portion of the
refundis payablein two installmentsThe first installment payable in fiscal year 2012013,
may not exceed three million oheindred fifty thousand dollars ($3,150,000he remainder
of the refunds payablen fiscal year 20132014. The amount of sales and use tax paid does not
include a refund allowed to the interstate passenger air carrier undet061%4.14(a). A
requestfor a refund must be in writing and must include any information and documentation
required by the Secretary. The request for a refund is due before October 1, 2012. A refund
applied for after the due date is barred."

RESTORE LOCAL GOVERNMENT HOLD HARMLE SS FOR REPEALED
REIMBURSEMENTS

SECTION 6.17. G.S.105521 reads as rewritten:

"8 105521. Transitional local government hold harmless for repealed reimbursements.
(a) Definitions.i The following definitions apply in this section:

Q) Local governmenti A county or municipality that received a distribution of
local sales taxes in the most recent fiscal year for which a local sales tax
share has been calculated.

(2) Local sales tax shard. A local governmers percentage share of the
two-cent (2¢) salesaxes distributed during the most recent fiscal year for
which data are available.

3) Repealed reimbursement amountThe total amount a local government
would have been entitled to receive during the 2P0@23 fiscal year under
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G.S.105164.44C, 1082751, 105275.2, 105277.001, and 10277.1A, if

the Governor had not withheld any distributions under those sections.
(3a) Replacement revenui.The sum of the following:

a. Fifty percent (50%) of the amount of sales and use tax revenue
distributed under Aicle 40 of this Chapter, other than revenue from
the sale of food that is subject to local tax but is exempt from State
tax underG.S.105164.13B.

b. Twentyfive percent (25%) of the amount of sales and use tax
revenue distributed under Article 39 ofsiChapter or under Chapter
1096 of the 1967 Session Laws, other than revenue from the sale of
food that is subject to local tax but is exempt from State tax under
G.S.105164.13B.

(4) Two-cent (2¢) sales taxe$. The first onecent (1¢) sales and use tax

authorized in Article 39 of this Chapter and in Chapter 1096 of the 1967

Session Laws, the first o#i@lf cent (1/2¢) local sales and use tax authorized

in Article 40 of this Chapter, and the second-ba# cent (1/2¢) local sales

and use tax authorized Article 42 of this Chapter.

(b) Distributions.i On or beforeAugust-15,2008,-and-every-August-15-throdglgust
15,2012 Septembed 5, 2013the Secretary must multiply each local governrsdotal sales
tax share by the estimated amount of replamdgnrevenue that all local governments are
expected to receive during the current fiscal year. If the resulting amount is less than one
hundred percent (100%) of the local governrisemepealed reimbursement amount, the
Secretary must pay the local goveentfifty percent (50%) othe difference, but not less than

one-hundred-dellars{$100-0tfty dollars ($50.00).
On or beforeMay—1-of-eachfiscal-yearthrougay—1,—2012;August 15, 2013, the

Department of Revenue and the Fiscal Research DivisioredBémeral Assembly must each
submit to the Secretary and to the General Assembly a final projection of the estimated amount
of replacement revenue that all local governments would be expected to receive during the
upcoming fiscal year. If, after May 1 ame@fore a distribution is made, a law is enacted that
would affect the projection, an updated projection must be submitted as soon as practicable. If
the Secretary does not use the lower of the two final projections to make the calculation
required by thisubsection, the Secretary must report the reasons for this decision to the Joint
Legislative Commission on Governmental Operations within 60 days after receiving the
projections.

(c) Source of Fundg. The Secretary must draw the funds distributed undgistéttion
from sales and use tax collections under Article 5 of this Chapter.

(d) Reports.i The Secretary must report to the Revenue Laws Study Committee by

Jandary-31-2004,-and-each-January-31-thrdaghary-31201January 31, 2014he amount

distributed under this section for the current fiscal year.

EUGENICS COMPENSATION PROGRAM
SECTION 6.18.(a) Article 9 of Chapter 143B of the General Statutes is amended
by adding a new Part to read:
"Part 3. EugenicAsexualization anéterilizationCompersation Program.
"8 143B-426.50 Definitions.
As used in this Part, the following definitions apply:

(1) Claimant. i An individual on whose behalf a claim is made for
compensation as a gualified recipient under this RParindividual must be
alive on Jue 30, 2013, in order to be a claimant

(2) Commissioni The North Carolina Industrial Commission.

3) Involuntailly. T _In the case of:
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a. A minor child, éther with or without the consent of the minzhild's
parent, guardian, aitherperson standing iloco parentis.
b. An incompetent adultyith or without the consent of theacompetent

adults guardian or pursuant to a valid court order.
A competent adult, without the adslinformed consent with the
presumptiorbeingthatthe adult gave informecbnsent
4 Office.i The Office of Justice for Sterilization Victims.
(5)  Qualified recipient.i An individual who was asexualizedvoluntarily or
sterilizedinvoluntarily under the authority of the Eugenics Board of North
Carolina in_accordance with @pter 224 of the Public Laws of 1933 or
Chapter 221 of the Public Laws of 1937
"§ 143B426.51 Compensation payments.
(a) A claimant determinedo be a qualified recipient under this Pattall receive
lump-sumcompensation in the amoudétermined by tis subsectiorfrom funds appropriated
to theDepartment of State Treasuffer these purpose&xcept as provided by the succeeding
sentence, e amount of compensation for each qualified recipient is the sum of ten million
dollars ($10,000,000) divided hige taal number ofjualified recipientsand all such payments
shall be made on June 30, 20THhe State Treasurer shall reduce the ten million dollars
($10,000,000) by hding out a prerata amounper claimantfor any cases in which there has
not beena final determination of the claimn June 30, 2015Payments made to persons
determined to be qualified claimarafter that date shall be made upon such determination, and
if after final adjudication of all claims there remains a balance from the fueidsoht they
shall be pal pro-rata to all qualified claimants.
(al) If any claimant shaltlie during the pendency of a claior after being determined
to be a qualified recipient, any payment shall be made to the estate of the decedent.
(b) A qualified recipientmay assign compensation received pursuant to subsection (a)
of this section to a trust established for the benefit ofjtladified recipient
"§ 143B426.52 Claims for compensationfor asexualizationor sterilization.
(@) Anindividualshall ke entitled to compensation as provided for in this Parciaim
is submited on behalf ofthat individualin accordance with this Part on or befdwgne 30
2014, and that individual is subsequently determibgda preponderance of the evidenaéde
a qualified recipient except thatany competent adult who gave consent is not a qualified
recipientunless that individual can show bypeeponderance of the evidence that the consent
was not informed
(b) A claim under this section shall be submitted e @ifice. The claim shall bén a
form _and supported by appropriatdocumentabn and information as required by the
Commission A claim may be submitted on behalf af claimantby a person lawfully
authorized to act on the individisbr the individuab estate'behalf
(€) The Commission shall determine the eligibility of a claimant to receive the
compensation authorized by thsrtin accordance witls.S.143B-426.53 The Commission
shall notify the claimanin writing of the Commissios determinatbn regarding the claimdst
eligibility.
(d) The Commissionshall adopt ruledor the determination of eligibility and the
processing of claims.
"8 143B426.53 Industrial Commission determination.
(a) The Commissiorshall determine whether a claimangeigible for compensation as
a qualified recipientunder this PartThe Commission shall have all powers and authority
granted under Article 31 of Chapter 148the General Statutesith regard to claims filed
pursuant to this Part.
(b) A deputy commissioer shall be assigned by the Commission to make initial
determinatns of eligibility for compensation under this Part. The deputy commessshiall

1o
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review the claim and supporting documentatsuiomittedon behalf of aclaimantand shall

make a determirtin of eligibility. In any case where the claimant was a competent adult when
asexualized or sterilized, the burden is on the claimant to rebut the presumption that the
claimant gave informed consehtthe claim is not approved, the deputy commissiahall set

forth in writing the reasons for the disapproval aotify the claimant.

© A claimant whose claim is not approvadder subsectiofb) of this sectiormay
submitto the Commissioradditional documentation in support of timglividuals claim ad
request a redeterminatidny the deputy commissioner

(d) A claimant whose claim is not approvadder subsectio(b) or (c) of this section
shall have the right to request a hearing before the deputy commissioner. The hearing shall be
conducted in acedance with rules of the Commissidfor claimants who areesidents of this
State at the request of theaimant the hearing shall be held in the county of residence of the
claimant For claimants who are not residents of this Stiie,hearing shalléd heldin Wake
Countyor at a locatiorof mutual convenience atetermined by the deputy commissionene
claimantshall have the right to be represented, including the right to be represented by,counsel
present evidenc@nd call withesseg he deputy ommissioner who hears the claim shall issue
a writtendecisionof eligibility which shall be sent to the claimant

(e Uponthe issuance of decison by the deputy commissionander subsection (d) of
this sectiontheclaimant may filenotice ofappealwith the Commissionvithin 30 daysof the
date noticeof the deputy commissiorisidecisionis given Such appeathall be heard by the
Commission, sitting as the full Commission, on the basih@frecordn the matter and upon
oral argumentThe full Commission may amend, set aside, or strike outdbesionof the
deputycommissioner and may issue its own findings of,faghclusions of lawanddecision
The Commission shalhotify all parties concerned in writing of its decision

(f) A claimant may ppealthe decisiorof thefull Commissiornto the Court of Appeals
within 30 daysof the date noticef the decision of the full Commissids given Appeals under
this section shall be in accordanedth the procedures set forth i5.S.143293 and
G.S.143-294.

(@) If at any stage of the proceedinthe claimant is determined to be a qualified
recipient the Commission shall giveotice to the claimanénd to the Office of the State
Treasurerand the State Treasurer shall make payment of compensatiore tquéiified
recipiert or a trust specified undé€3.S.143B-426.51(b)

(h)  Decisions and determinations by the Commission favorable to the clainairiesh
final and not subject to appeal by the State.

(i) Costs under this section shall be taxed to theeSta
"§ 143B426.54 Office of Justice for Sterilization Victims.

(@) There is created in the Department of Administration the OffieJustice for
Sterilization Victims.

(b) At the request of a claimant or a claimaregal representativehe Office shll
assistan individual who may bea qualified recipientto determinewhetherthe individual
qualifies for compensation under this Part. The Office may amsisidividual filing a claim
under this Part and collect documentation in support of the clith. the clainant's consent
the Office may represent and advocate for the claimant befofeatmenission and may assist
the claimant with angoodfaith further appeal of an adverse decisioraaaim.

(c) The Office shall plan and implemenh autreachprogram toattempt tonotify
individuals who may be possibdgialified recipients.

"8 143B426.55 Confidentiality.

Records of allinquiries of eligibility, claims and payments under this Part shall be
confidential and not public records under Chaptét dfhe General Statutes.
"8 143B426.56. Compensation excluded as income, resourg@sassets.
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(a) Any payment made under thégctionshall notbe considered income or assets for
purposes of determining the eligibility for, or the amount of, any litsnef assistance under
any State or local program financed in whole or in part with State funds.

(b) Pursuant td5.S.108A-26.1, the Department of Health and Human Services shall do
the following:

1) Provide income, resource, and asset disregard to ghcag for or
recipient of public assistance who receives compensation under this Part.
The amount of the income, resource, and asset disregard shall be equal to the
total compensation paid to the individual from the Eugenics Sterilization
Compensatiorund.

(2) Provide resource protection by reducing any subsequent recovery by the
State unde6.S.108A-70.5 from a deceased recipisrdstate for payment of
Medicaidpaid services by the amount of resource disregard given under
subdivision (1) of this sig@ction.

(3)  Adopt rules to implement the provisions of subdivisions (1) and (2) of this
subsection.

"8 143B426.57. Limit ation of liability.

Nothing in this Part shall revive or extend any statute of limitations that may otherwise
have expired prior touly 1, 2013. The Stateliability arising from any cause of action related
to any asexualization or sterilization performed pursuant to an order of the Eugenics Board of
North Carolina shall be limited to the compensation authorized by thi$ Part

SECTION 6.18(b) If House Bill 998 becomes law, thegh.S.105153.5(b), as

enacted by House Bill 998, reads as rewritten:
"8§ 105153.5. Modifications to adjusted gross income.

(b)  Other Deductionsi In calculating North Carolina taxable income, a taxpayey ma
deduct from the taxpaysradjusted gross income any of the following items that are included
in the taxpayes adjusted gross income:

e

(9) The amount paid to the taxpayer during the taxable year from the Eugenics
Sterilization Compensation Fund as c@ngation to a qualified recipient
under the Eugenics Asexualization and Sterilization Compensation Program
under Part 30 of Article 9 of Chapter 143B of the General Statutes. This
subdivision expires for taxable years beginning on or after January 1} 2016.

SECTION 6.18(c) G.S.1321.23 reads as rewritten:

"§ 1321.23. Eugenics program records.

€) Records in the custody of the State, includihgse in the custody dhe Nerth
Carolindffice of Justice for SterilizationFeundatioVictims, concerning the Nerth
CarelindEugenics Boardof North Caroling program are confidential ancare not public
records—to—the—extentthey—concerarecords, including the records identifyingi)
persenmdividuals impacted by the program, (ipersensindividuals, or their giardians or
authorizedagentsagentsjnquiring about the impact of the programtbemthe individualsor

(i) persensindividuals or their guardians or authorizedjentsagents.inquiring about the
potential impact of the program on others.

(b) NotW|thstand|ng subsectlon (a) of thls sectlamepsenan |nd|V|duaI |mpacted by

agent of thaindividual, may obtain thaindividuals records under the program upexecution
of aproperrelease authorization.

(©) Notwithstandghg subsections (a) and (b) of this sectiomnutes or reportsf the
Eugenics Boardof North Carolina for which identifying information of thandividuals
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impacted by the program have been redaatesiy be releasetb any personAs used in this
subsection "identifying informatiori shall includethe name, street address, birth day and
month and any othemformation the State believes may lead to the itieofi anyindividual
impacted by the program, of any relative ofnindividual impacted by the prograin.

SECTION 6.18(d) There is established the Eugenics Sterilization Compensation
Fund. The Funaghall be designated a special fund and shall be used to pay the compensation
authorized under Part 30 of Article 9 of Chapter 143B of the General Statutes. The Fund shall
be administered by the Office of Justice for Sterilization Victims established in
G.S 143B-426.54. Monies in the Fund shall not be expended or transferred except in
accordance with Part 30 of Article 9 of Chapter 143B of the General Statutes. Monies in the
Fund shall remain until all claims timely filed with the Industrial Commissionrescpbed in
this act have been finally adjudicated and all qualified recipients who timely submit claims are
paid. The Office of Justice for Sterilization Victims and the Fund are subject to the oversight of
the State Auditor pursuant to Article 5A of @er 147 of the General Statutes.

SECTION 6.18(e) The Department of Health and Human Services shall submit to
the Centers for Medicare and Medicaid Services by August 1, 2013, a State Plan Amendment
for the Medical Assistance Program and a State PlanndAment for the Childrés Health
Insurance Program to allow for income, resource, and asset disregard for compensation
payments under Part 30 of Article 9 of Chapter 143B of the General Statutes, the Eugenics
Asexualization and Sterilization CompensatisagPam, as enacted by this act.

SECTION 6.18(f) Of the funds appropriated to the Eugenics Sterilization
Compensation Fund, the sum of one hundred twimge thousand seven hundred fesight
dollars ($123,748) shall be transferred to the Office ofickigor Sterilization Victims to pay
the continued operations of the Justice for Sterilization Victims Foundation for the20043
fiscal year.

SECTION 6.18(g) Subsection (b) of this section becomes effective for taxable
years beginning on or after demry 1, 2015. Subsections (e) and (g) of this section are effective
when this act becomes law. The remainder of this section becomes effective July 1, 2013.
Except for the provisions of subsections (b) and (c) of this section, and the final adjudication of
any claims under subsection (a) of this section that are pending on June 30, 2015, this section
expires June 30, 2015.

PART VII. INFORMATIO N TECHNOLOGY

INFORMATION TECHNOLOGY FUND
SECTION 7.1. The availability used to support appropriations made is #ui
from the Information Technology Fund establishe®i.147-33.72H is as follows:
FY 20132014 FY 20142015

General Fund Appropriation for IT Fund $6,053,142 $6,055,342
General Fund Appropriation for
Government Data Analytics Center $3,000,000 $4,417,515
Interest $2,200 $2,200
IT Fund Balance, June 30 $0 $0
Total Funds Available $9,055,342 $10,475,057

Appropriations are made from the Information Technology Fund for the-2013
fiscal biennium as follows:
Information Technology Operations
Criminal Justice Information Network $189,563 $189,563
Center for Geographic Information and Analysis $495,338 $495,338
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Enterprise Security Risk Management $864,148 $864,148
Enterprise Project Management Office $1,473,285 $1,473,285
Architecture and Egineering $851,986 $851,986
State Web Site $224,741 $224,741
Enterprise Licenses $33,000 $33,000
Subtotal Information Technology Operations $4,132,061 $4,132,061
Information Technology Projects
Government Data Analytics Center $3,000,000 $4,417,515
IT Consolidation $1,021,081 $1,021,081
Electronic Forms/Digital Signatures $900,000 $900,000
Subtotal Information Technology Projects $4,921,081 $6,338,596
Total $9,053,142 $10,470,657

Unless a change is approved by the State Chief Information Offiter a
consultation with the Office of State Budget and Management, funds appropriated to the
Information Technology Fund shall be spent only as specified in this section. Changes shall not
result in any degradation to the information technology operationmapects listed in this
section for which the funds were originally appropriated.

Any changes to the specified uses shall be reported in writing to the Chairs of the
Joint Legislative Oversight Committee on Information Technology, the Chair and Cothair o
the House Appropriations Subcommittee on Information Technology, and the Fiscal Research
Division.

INFORMATION TECHNOLOGY INTERNAL SERVICE FUND
SECTION 7.2.(a) G.S.147-33.88 reads as rewritten:

"8 14733.88. Informatlon technologybudqet developmemand reports
€)) w vthe-Office of

Sme—BHdget—and—Managemem—pHepte—ApFHA.—ef—eaeh—Vbar Offlce of Information

Technology Service$ITS) shall develop an annual budget for review apgproval by the

Office of State Budget and Managemé@@EBM) in accordance with a schedule prescribed by

the Director of the Office of State Budget and Management. The approved Information

Technology Internal Service Fund budget shall be included in theer@Ga's budget

recommendations to the General Assembly.

The Office of State Budget and Management shall ensure that State agencies have an
opportunity to adjust their budgets based on any rate changes proposed by the Office of
Information Technology Serses and approved by the Office of State Budget and
Management.

(b)  The Office shall report to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division on the Office's Internal Service Fund on a
guarterly basis, mlater than the first day of the second month following the end of the quarter.
The report shall include current cash balances-ileme detail on expenditures from the
previous quarter, and anticipated expenditures and revenues. The Office shatbrémdoint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division
on expenditures for the upcoming quarter, projected-gedrbalance, and the status report on
personnel position changes including new positions ateste existing positions eliminated.

The Office spending reports shall comply with the State Accounting System object codes."
SECTION 7.2.(b) IT Internal Service Fundi For each year of the 202915

fiscal biennium, receipts for the IT Internal Serviend shall not exceed one hundred ninety

million dollars ($190,000,000), excluding a-@8y balance for contingencies. Rates approved

by the Office of State Budget and Management (OSBM) to support the IT Internal Service
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Fund shall be based on this funohili. In the event the Fund exceeds the required limit, rates
shall be adjusted within 30 days. In the event that an increase in receipts for the IT Internal
Service Fund is required, the Office of Information Technology services may only implement
the incease after consultation with the Joint Legislative Commission on Governmental
Operations.

SECTION 7.2.(c) Rate Settingl By October 31, 2013, the State Chief Information
Officer shall establish consistent, fully transparent, easily understandable hateseftect
industry standards for each service for which any agency is charged. A report explaining the
rate structure shall be submitted to the Joint Legislative Commission on Governmental
Operations, the Chairs of the Joint Legislative Oversight Comenitbn Information
Technology, the House Appropriations Subcommittee on Information Technology, and the
Fiscal Research Division. An interim report shall be submitted by July 30, 2013. Overhead
charges to agencies shall be consistently applied and sHaditrefdustry standards for the
particular service. Rate increases shall require the approval of OSBM and consultation with the
Joint Legislative Commission on Governmental Operations. Rate reductions may be
implemented following notification of OSBM.

SECTION 7.2.(d) Agency Billing and Payment$. The State Chief Information
Officer shall ensure that bills from the Office of Information Technology Services are easily
understandable and fully transparent. If a State agency fails to pay its IT InternaéS$emd
bill within 30 days of receipt, the Office of State Budget and Management may transfer funds
from the agency to fully or partially cover the cost of the bill from that agency to the IT Internal
Service Fund, following notification of the affectegkacy.

SECTION 7.2.(e) Unspecified Uses. Any uses of the IT Internal Service Fund
not specifically related to the operation of the Office of Information Technology Services, to
include any transfers to other State agencies, shall immediately be refpottesd Office of
State Budget and Management and the Fiscal Research Division with a detailed explanation as
to why it was necessary to use the Fund. The State Chief Information Officer may use the IT
Internal Service Fund, and any other available ressyto accelerate desktop remediation and
associated software upgrades, if it is in the State's best interest.

INFORMATION TECHNOLOGY RESERVE FUND

SECTION 7.3.(a) Funds in the Reserve for Information Technology for the
20132014 fiscal year consist of eghsum of twentyeight million dollars ($28,000,000)
appropriated from the General Fund. Funds in the Reserve for Information Technology for the
20142015 fiscal year consist of the sum of thioiye million five hundredeighty-two
thousand four hundred éity-five dollars ($31,582,485) appropriated from the General Fund.

SECTION 7.3.(b) The Information Technology Reserve Fund shall be established
in the Office of the State Chief Information Officer (ClO). It shall be intdoestring and
nonreverting. TheState CIO shall follow established procedures for project approval.
Appropriations are made from the Information Technology Reserve Fund for the2@033
fiscal biennium as follows:

FY 20132014 FY 20142015

Prepare/Focus $ 250,000 $ 0

Plan 1,570,806 2,239,512
Build 1,507,353 2,882,254
Remediation 1,100,000 600,000
Security 1,571,394 392,788
Network Simplification 0 4,832,485
Desktop Remediation 17,000,000 13,300,000
Desktop Software Licenses 4,015,000 2,300,000
Operate 985,447 685,446
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Customer Data 0 1,000,000
Secure SigfOn 0 3,350,000
Innovation Center 0 0

SECTION 7.3.(c) By September 15, 2013, the State Chief Information Officer
shall provide a time line for completing initiatives included in the IT Reserve Fund to the Joint
Legislative Oversigh Committee on Information Technology, the House Appropriations
Subcommittee on Information Technology, and the Fiscal Research Division. The time line
shall include the dates for completion of a strategic plan, an enterprise architecture, a new
business @se methodology, and implementation of a new project management process. Not
later than the dates specified in the time line, each of these documents shall be submitted to the
Joint Legislative Oversight Committee on Information Technology, the House pymions
Subcommittee on Information Technology, and the Fiscal Research Division.

INFORMATION TECHNOLOGY OPERATIONS

SECTION 7.4.(a) Server Inventoryi The State Chief Information Officer (State
CIlO) shall develop an inventory of servers and servetimes in State agencies. Based on this
inventory, the State CIO shall develop a plan to consolidate agency servers-iovwSiadedata
centers.By November 1, 2013, the State CIO shall provide a written plan for accomplishing
this to the Joint Legislativ®versight Committee on Information Technology and the Fiscal
Research Division.

SECTION 7.4.(b) Hosting/Backupsi The State CIO shall identify information
technology applications that are hosted by vendors that are not backed up emwState
infrastricture. The State CIO shall work with impacted State agencies to develop a plan to
ensure that any State agency application hosted by a vendor is backed up -@wistdte
infrastructure. By January 1, 2014, the State CIO shall provide a plan for accongpttgkito
the Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division.

SECTION 7.4.(c) Restructuring Plan.i The State CIO shall conduct a
comprehensive review of the Stateverall information technology opemats, including the
efficacy of existing exemptions and exceptions from unified State IT governance. Based upon
this analysis, the State CIO shall develop a plan to restructure this Stabperations for the
most effective and efficient utilization of seurces and capabilities. The plan shall include
identifying, documenting, and providing a framework for developing and implementing the
education and training required for all State information technology personnel, including
information technology contcéing professionals. Each State agency, department, and
institution, and The University of North Carolina, shall (i) cooperate fully with the Office of the
State CIO during the review and assessment phase of restructuring plan development and (ii)
provideto the State CIO all information needed to carry out the purposes of this subsection. By
May 1, 2014, the State CIO shall present the plan to the Joint Legislative Oversight Committee
on Information Technology, along with any recommended legislative patgpofor
implementation to be considered for introduction during the 2014 Regular Session of the 2013
General Assembly.

SECTION  7.4.(e) Telecommunications  Service  Clarification. 1
G.S.105164.13(54) reads as rewritten:

"The sale at retail and the use,ratge, or consumption in this State of the following
tangible personal property, digital property, and services are specifically exempted from the tax
imposed by this Article:

e

(54) The following telecommunications services and charges:

a. Telecommunicatins service that is a component part of or is
integrated into a telecommunications service that is resold. This
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exemption does not apply to service purchased by a pay telephone
provider who uses the service to provide pay telephone service.
Examples of sefges that are resold include carrier charges for
access to an intrastate or interstate interexchange network,
interconnection charges paid by a provider of mobile
telecommunications service, and charges for the sale of unbundled
network elements. An unbuledl network element is a network
element, as defined in 47 U.S.C. § 153(29), to which access is
provided on an unbundled basis pursuant to 47 U.S.C. § 251(c)(3).

b. Pay telephone service.

C. 911 charges imposed undér.S.62A-43 and remitted to the 911
Fund under that section.

d. Charges for telecommunications service made by a hotel, motel, or
another entity whose gross receipts are taxable under
G.S.105164.4(a)(3) when the charges are incidental to the
occupancy of the entisyaccommodations.

e. Telecanmunications service purchasemt provided by a State
agency or a unit of local government for tiNorth—Carelina
nfermation-HighwayState Networlor another data network owned
or leased by the State or unit of local governnient.

STATEWIDE INFORMATION TE CHNOLOGY PROCUREMENT

SECTION 7.5. Statewide information technology procurement shall be funded
through fees charged to agencies using the services of the Statewide Information Technology
Procurement Office. The Office of the State Chief Information Qff{ié30) shall provide to
the Office of State Budget and Management (OSBM) a fee schedule to allow cost recovery. If
an agency fails to pay for services within 30 days of billing, OSBM shall transfer the unpaid
amount to the State Information Technologyd@rement Office, following notification of the
affected agency.

PUBLIC SCHOOL PROCUREMENT OF INFORMATION TECHNOLOGY

SECTION 7.6.(a) The State Chief Information Officer (CIO) shall work with the
North Carolina Department of Public Instruction (DPI) anel @overnor's Education Council
to implement public school cooperative purchasing agreements for the procurement of
information technology (IT) goods and services to support public schools. For purposes of this
section, the phrase "public school cooperajnechasing agreement” means an agreement
implemented pursuant to this section and available for local school administrative units,
regional schools, charter schools, or some combination thereof, providing for collaborative or
collective purchases of inforation technology goods and services in order to leverage
economies of scale and to reduce costs.

SECTION 7.6.(b) Each public school cooperative purchasing agreement shall be
based on a defined statewide information technology need to support educadherpumblic
schools. Each public school cooperative purchasing agreement shall allow for equal access to
technology tools and services and shall provide a standard competitive cost throughout North
Carolina for each tool or service. Public school coopergiurchasing agreements shall follow
State information technology procurement laws, rules, and procedures.

SECTION 7.6.(c) By October 1, 2013, and quarterly thereafter, the Office of the
State CIO and DPI shall report on the establishment of public lscboperative purchasing
agreements, savings resulting from the establishment of the agreements, and any issues
impacting the establishment of the agreements. The reports shall be made to the Joint
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Legislative Oversight Committee on Information Technoldbg, Joint Legislative Education
Oversight Committee, and the Fiscal Research Division.

INFORMATION TECHNOLOGY CONTRACTS

SECTION 7.7.(a) SCIO Review.i The State Chief Information Officer (State
CIO) shall review all State information technology (IT) trants and shall develop a plan to
consolidate duplicate IT contracts and multiple IT contracts with the same vendor.

SECTION 7.7.(b) Bulk Purchasingi The State CIO shall develop a plan to
modify bulk purchasing contracts, while maintaining economiescale, to provide agencies
with the option of purchasing equipment on"asneededt basis. By December 15, 2013, the
State CIO shall provide the plan to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Divisibhne State CIO may modify the plan based upon
input from the Joint Legislative Oversight Committee on Information Technology and,
following the review, shall begin implementation of the plan.

SECTION 7.7.(c) Sole Sourcing, Extensions, and Expansions lathit State IT
contracts, including sole sourcing, extensions of the period of performance, or expansion of the
scope of existing contracts, must receive the prior approval of the State CIO who may grant a
specific exception. The State CIO shall immediateport any exceptions granted to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division.
The report shall explain the reasons why the exception was deemed to be appropriate.

SECTION 7.7.(d) G.S.147-33.72C(& reads as rewritten:

"(e) Performance Contracting.All contracts between a State agency and a private party
for information technology projects shall include provisions for vendor performance review
and accountability. The State CIO may require thasdheontract provisiongsequire a
performance bondjnclude monetarypenalties-penalties, or require other performance
assurance measurfs projects that are not completed performedwithin the specified time
period or that involve costs in excess obdé specified in the contract. The State CIO may
utilize costsavings realized on government vendor partnerships, as defie®.iii3-135.9,
as performance mcentlves for an information technology project veedeire—contract

SECTION 7.7.(e) Enterpnse Contractss The State CIO shall consult participating
agency chief information officers and obtain approval from the Office of State Budget and
Management prior to the initiation of any ergrise project or contract and shall ensure that
enterprise project and contract costs are allocated to participating agencies in an equitable
manner.Enterprise agreements shall not exceed the participating State agabdigs to
financially supporthe contracts.

The State CIO shall not enter into any enterprise information technology contracts
without obtaining written agreements from participating State agencies regarding the
apportionment of the contract cost. State agencies agreeing to patisipatontract shall:

(1) Ensure that sufficient funds are budgeted to support their agreed shares of

enterprise contracts throughout the life of the contract.

(2) Transfer the required funding to the Information Technology Internal

Service Fund in suffient time for the Office of Information Technology
Services to meet vendor contract requirements.

SECTION 7.7.(f) ThreeYear Contractsi Notwithstanding the cash management
provisions ofG.S.147-86.11, the Office of Information Technology Services magcpre
information technology goods and services for periods up to a total of three years where the
terms of the procurement contracts require payment of all or a portion of the contract price at
the beginning of the contract agreement. All of the follgvoonditions shall be met before
payment for these agreements may be disbursed:
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(1) Any advance payment can be accomplished within the IT Internal Service
Fund budget.

(2) The State Controller receives conclusive evidence that the proposed
agreement woulde more coseffective than a multiyear agreement that
complies withG.S.147-86.11.

(3) The procurement complies in all other aspects with applicable statutes and
rules.

(4) The proposed agreement contains contract terms that protect the financial
interes of the State against contractor nonperformance or insolvency
through the creation of escrow accounts for funds, source codes, or both, or
by any other reasonable means that have legally binding effect.

The Office of State Budget and Management shall renthe savings from any authorized
agreement shall be included in the IT Internal Service Fund rate calculations before approving
annual proposed rates. Any savings resulting from the agreements shall be returned to agencies
included in the contract in therm of reduced rates. Beginning October 1, 2013, ITS shall
submit a quarterly written report of any authorizations granted under this section to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division.

INFORM ATION TECHNOLOGY PERSONAL SERVICES CONTRACT
REQUIREMENTS

SECTION 7.8. Notwithstanding any provision of law to the contrary, no contract
for information technology personal services, or that provides personnel to perform information
technology functions, ay be established or renewed without written approval from the
Statewide Information Technology Procurement Office and the Office of State Budget and
Management. To facilitate compliance with this requirement, the Statewide Information
Technology Procurenm¢ Office shall develop and document the following:

(1) Standards for determining whether it is more appropriate for an agency to

hire an employee or use the services of a vendor.

(2) A process to monitor all State agency personal services contractd] as we
any other State contracts providing personnel to perform information
technology functions.

(3) A process for obtaining approval of contractor positions.

The Statewide Information Technology Procurement Office shall review current
personal services otracts and determine if each contractor is performing a function that could
more appropriately be performed by a State employee. Where the determination is made that a
State employee should be performing the function, the Statewide Information Technology
Procurement Office shall work with the impacted agency and the Office of State Personnel to
identify or create the position.

Beginning October 1, 2013, the Statewide Information Technology Procurement
Office shall report to the Joint Legislative Oversigtammittee on Information Technology
and the Fiscal Research Division on its progress toward standardizing information technology
personal services contracts. In addition, the report shall include detailed information on the
number of personal service cattors in each State agency, the cost for each, and the
comparable cost (including benefits) of a State employee serving in that capacity rather than a
contractor.

PREVENT DUPLICATION OF INFORMATION TECHNOLOGY CAPABILITIES

SECTION 7.9.(a) The Office of he State Chief Information Officer (CIO) shall
develop a plan and adopt measures to prevent the duplication of information technology
capabilities and resources across State agencies. When multiple agencies require the same, or
substantially similar, infanation technology capabilities, the State CIO shall designate one
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State agency as the lead to coordinate and manage the capability for all State agencies, with the
State CIO maintaining oversight of the effort. By October 1, 2013, the State CIO shalleprovi
this plan to the Joint Legislative Oversight Committee on Information Technology and the
Fiscal Research Division.

SECTION 7.9.(b) The Office of the State Chief Information Officer shall do all of
the following to carry out the purposes of this section

(2) Review all current and future information technology projects to determine
whether the capabilities required for each project already exist in a planned,
ongoing, or completed information technology project developed by another
State agency. For pegts where the capability already exists, the Office of
the State CIO shall assist the agency with implementing the existing
capability.

(2) Identify existing projects that can best support a specific information
technology capability for multiple agenciend work to transition all
agencies requiring the specific capability to the identified projects.

(3) When State agencies request approval for new projects, determine if the
information technology project can be implemented using an existing
application, or if the new project has the potential to support multiple
agencies' requirements.

(4) Provide quarterly reports on progress toward eliminating duplication to the
Joint Legislative Oversight Committee on Information Technology and the
Fiscal Research Dision.

5) Ensure that contracts for information technology allow the addition of other
agencies' requirements within the terms of the existing contracts.

SECTION 7.9.(c) All State agencies shall coordinate any Geographic Information

System (GIS) initiaties through the Center for Geographic Information and Analysis (CGIA)

in the Office of Information Technology Services, as well as the Office of the State CIO, to
ensure that existing capabilities are not being duplicated. The CGIA shall monitor and approve
all new GlISrelated information technology projects and expansion budget requests. By
January 1 of each year, the CGIA shall submit a written report on GIS duplication to the Joint
Legislative Oversight Committee on Information Technology and the FigsadRch Division.

The CGIA shall conduct a review of all GIS applications in State agencies, identify
instances of duplication for existing applications, and develop a plan for consolidating
duplicative projects. By November 1, 2013, the CGIA shall progideport on the review to
the Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division.

GOVERNMENT DATA ANALYTICS/DATA SHARING
SECTION 7.10.(a) G.S.20-7(b2) reads as rewritten:

"(b2) Disclosure of Social Securifyumber.i The social security number of an applicant
is not a public record. The Division may not disclose an appl&caocial security number
except as allowed under federal law. A violation of the disclosure restrictions is punishable as
provided in £ U.S.C. 8§ 408, as amended.

In accordance with 42 U.S.C. 405 and 42 U.S.C. 666, as amended, the Division may
disclose a social security number obtained under subsection (b1) of this section only as follows:

Q) For the purpose of administering the drlgsécense laws.

(2) To the Department of Health and Human Services, Child Support
Enforcement Program for the purpose of establishing paternity or child
support or enforcing a child support order.

3) To the Department of Revenue for the purpose of vedfyiaxpayer
identity.
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(4) To the Office of Indigent Defense Services of the Judicial Department for
the purpose of verifying the identity of a represented client and enforcing a
court order to pay for the legal services rendered.

(5)  To each county jury comission for the purpose of verifying the identity of
deceased persons whose names should be removed from jury lists.

(6) To the Office of the State Controller for the purposes of
G.S.143B426.38A"

SECTION 7.10.(b) G.S.20-43(a) reads as rewritten:

"(a) All records of the Division, other than those declared by law to be confidential for
the use of the Division, shall be open to public inspection during office hours in accordance
with G.S.20-43.1. A phetographic-image-esignature recorded in any formag the Division
for a drivers license or a special identification card is confidential and shall not be released
except for law enforcement purposés.photographic image recorded in any format by the
Division for a drivers licenser a special identificatn cardis confidential andshall notbe
releasedexceptfor law enforcement purposes or ttte Office ofthe State Controlleffor the
purposes 06.5.143B-426.38A"

SECTION 7.10.(c) G.S.105259(b) is amended by adding a new subdivision to

read:

"(44) To furnish tax information tothe Office of the State Controllerunder
G.S.143B-426.38A The use and reporting of individual data may be
restrictedto only those activities specifically allowed by law when potential
fraudor other illegal activity is indiated"

SECTION 7.10.(d) Part 28 of Article 9 of Chapter 143B of the General Statutes is

amended by adding a new section to read:
"8 143B426.38A. Government Data Analytics Center; State datasharing requirements.

(a) State Governmerbata Analyticsi The State shall initiate across State agencies,
departments, and institutioaglata integratiomnd datssharing nitiative that isnot intended to
replace transactional systems but is instead intended to leverageatfrerdahose systems for
enterprisdevel State business intelligence.

(1) Creation of initiative.i In carrying out the purposes of this section, the
Office of the State Controller shall conduct an ongoing, comprehensive
evaluation of State data analytics projects and plans in order tifydiata
integration and business intelligence opportunities that will generate greater
efficiencies _in, and improved service delivery by, State agencies,
departments, and institution§he State Controller and State CIO shall
continue to utilize publiprivate partnerships and existing data integration
and analytics contracts and licenses as appropriate to continue the
implementation of the initiative.

(2) Application to State governmernit. The initiative shall include all State
agencies, departments, amgtitutions, including The University of North
Carolina.

3 Governance.ii The State Controller shall lead the initiative established
pursuant to this section. The Chief Justice of the North Carolina Supreme
Court_and the Legislative Services Commissgach shall designate an
officer or agency to advise and assist the State Controller with respect to
implementation of the initiative in their respective branches of government.
The judicial and legislative branches shall fully cooperate in the initiative
mandated by this section in the same manner as is required of State agencies.

(b) GovernmenData AnalyticSCenter.i

Q) GDAC established.i There is established in the Office of the State
Controller the GovernmerData AnalyticsCenter GDAC). GDAC shall
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assume the work, purpose, and resources of the current data integration
effort in the Office of the State Controller and shall otherwise advise and

assist

the State Controller in the management of the initiative. The State

Controller shall make any orgaai#onal changes necessary to maximize the

effectiveness and efficiency ofBiAC.

(2) Powers and duties of theDAC. i The State Controller shall, through the

GDAC, do all of the following:

a.

=

=0 |

e

=

Continue and coordinate ongoing enterprise data integratiortseffor

including:

1. The deployment, support, technology improvements, and
expansion for the Criminal Justice Law Enforcement
Automated Data System (CJLEADS).

2. The pilot and subsequent phase initiative for the North
Carolina__Financial _Accountability and Contiance
Technology SystemNCFACTS).

3. Individuaklevel student data and workforce data from all
levels of education and the State workforce.
4. Other capabilities developed as part of the initiative.

Identify technologies currently used in North Caralthat have the
capability to support the initiative.

Identify other technologies, especially those with unigue capabilities,
that could support the Sta&dusiness intelligence effort.

Compare capabilities and costs across State agencies.

Ensue implementation is properly supported across State agencies.
Ensure that data integration and sharing is performed in a manner
that preserves data privacy and security in transferring, storing, and
accessing data, as appropriate.

Immediately seekrey waivers and enter into any written agreements
that may be required by State or federal law to effectuate data sharing
and to carry out the purposes of this section.

Coordinate data requirements and usage for State business
intelligence applicationsni a _manner _that (i) limits impacts on
participating State agencies as those agencies provide data and
business knowledge expertise and (ii) assists in_defining business
rules so the data can be properly used.

Recommend the most cesfifective and reliale longterm hosting
solution for enterpriséevel State business intelligence as well as
data integration, notwithstanding Section 6A.2(f) of S.L. 2045.

(€) Implementation of the Enterpridesvel Business Intelligence Initiative.

1) Phases of thenitiative. 7 The initiative shall cycle through these phases on

an ongoing basis:

a.

S402PCCS85274 Ex-4

Phase | requirements. In the first phase, the State Controller
through ®AC shall:

1. Inventory existing State agency business intelligence projects,
both completed andnder development.
2. Develop a plan of action that does all of the following:

I. Defines the program requirements, objectives, and end
state of the initiative.

1. Prioritizes projects and stages of implementation in a
detailed plan and benchmarked titmee.
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Includes the effective coordination of all of the State
current data integration initiatives.

Utilizes a common approach that establishes standards
for business intelligence initiatives for all State
agencies and prevents the developmenipriects

that do not meet the established standards.

V. Determines costs associated with the development
efforts and identifies potential sources of funding.
VI. Includes a privacy framework for business

intelligence consisting of adequate access condruds
end user security requirements.
VII. Estimates expected savings.

3. Inventory existing external data sources that are purchased by
State agencies to determine whether consolidation of licenses
is appropriate for the enterprise.

4. Determine whether ctent, ongoing projects support the

enterprisdevel objectives.
5. Determine_whether current applications are scalable or are
applicable for multiple State agencies or both.

b. Phase Il requirement$. In the second phase, the State Controller
through theGDAC shall:
1. Identify redundancies anegtcommend to the State CIO any
projectsthatshould be discontinued.
2. Determine _where gaps exist in_current or potential
capabilities.
C. Phase lll requirements.In the third phase:

1. The State Controller thumh GAC shall incorporate or
consolidate existing projects, as appropriate.

2. The State Controller shall, notwithstandi@gS.147-33.76 or
any rules adopted pursuant thereto, eliminate redundant
business intelligence projects, applications, softwarel an
licensing.

3. The State Controller through DAC shall complete all
necessary steps to ensure data integration in a manner that
adequately protects privacy.

Projectmanagementi The StateClO shall ensure that alurrent and new
business intelligeredata analytics projects are in compliance witlSédite

laws, policies, and rulepertainingto information technologyprocurement
projectmanagement, and project fundiandthat they include guantifiable

and verifiable savings to the Stafehe StateClIO shall report to the Joint
Legislative Oversight Committee on Information Technology poajects
thatare not achieving projected savings. The report shall include a proposed
correctiveaction plan for the project.

The Office of the State ClQOwith the assistance othe Office of State
Budget and Managemenshall identify potential funding sources for
expansion of existing projects or development of new proj&iisGDAC
project shall be initiated, extended, or expanded:

a. Without the specific apps@l of the General Assembly unless the
project can be implemented within funds appropriated for GDAC

projects.
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b. Without prior consultation to the Joint Legislative Commission on
Governmental Operations and a report to the Joint Legislative
Oversight Comittee on Information Technology if the project can
be implemented within funds appropriated for GDAC projects.

(d) Funding.i The Office ofthe State Controller, with the support of the Office of State
Budget and Management, shall identify and make &rtsfto secure any matching funds or
other resources to assist in funding this initiati@avings resulting from the cancellation of
projects, software, and licensing, as well as any other savings from the initiative, shall be
returned to the General Rdinand shall remain unexpended and unencumbered until
appropriated by the General Assembly in a subsequent fiscal year. It is the intent of the General
Assembly that expansion of the initiative in subsequent fiscal years be funded with these
savings and thahe General Assembly appropriate funds for projects in accordance with the
priorities identified by the Office of the State Controller in Phase | of the initiative.

(d1) Appropriations.i Of the funds appropriated to the Information Technology Fund,
the sum of three million dollars ($3,000,000) for the 2@TR 4 fiscal year and the sum of four
million four hundred seventeen thousand five hundred fifteen dollars ($4,417,515) for the
20142015 fiscal yeashall be used teupport the GDAC and NCFACT®f these fundsthe
sum of one million four hundred seventeen thousand five hundred fifteknsd@1,417,515)
shall be usedh each fiscal year of the 20815 bienniunfor OSC internal costd-or fiscal
year 20142015, of the funds generated by GDAC andAACTS projects and returned to the
General Fund, the sum of up to five million dollars ($5,000,000) is appropriated to fund GDAC
and NCFACTS to include vendor paymentBrioritization for the expendituref thesefunds
shall be forState costs associatedth GDAC first, then vendor costs secorlnds in the
20132015 fiscal yeabudges for GDAC and NCFACTS shall be used solely to support the
continuation for these priority project areas.

(e Reportingl The Office of the State Controllshall:

(1) Submit and presemjuarterlyreportson the implementation of Phase | of the
initiative_ and the plan developed as part of that phase to the Chairs of the

House of Representatives Appropriations and  Senate  Base

Budget/Appropriations  Committees, to the Jointgik&ative Oversight

Committee on Information Technoloqgy, and to the Fiscal Research Division

of the General Assembly. The State Controller shall suAm@&port prior to
implementing _any improvements, expending funding for expansion of

existing business talligence efforts, or establishing other projects as a

result of its evaluations, and quarterly thereafter, a written report detailing
progress on, and identifying any issues associated with, State business
intelligence efforts.

(2) Report the followingmformation as needed:

a. Any failure of a State agency to provide information requested

pursuant to this section. The failure shall be reported to the Joint

Legislative OversightCommittee on Information Technology and to
the Chairs of the House of Repretdives Appropriations and
Senate Base Budget/Appropriations Committees.
Any additional information to the Joint Legislative Commission on
Governmental Operations and the Joint Legislative Oversight
Committee on Information Technology that is requedigdthose
entities
) Data Sharingi

(1) Generalduties ofall State agencies.i The head of each State agency

department, and instituticshall do all of the following:

=
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h.

Grant the Office of the State Controller access to all information
required to develop and support State business intelligence
applications pursuant to this section. The State Controller and the
GDAC shall take all necessary actions and precautions, including
training, certifications, background checks, and governance policy
and proedure, to ensure the security, integrity, and privacy of the
data in accordance with State and federal law and as may be required
by contract.

Provide complete information on the State agé&ndgformation
technology, operational, and security requiretae

Provide information on all of the State agescynformation
technology activities relevant to the State business intelligence effort.
Forecast the State agetsxyprojected future business intelligence
information technology needs and capalgti

Ensure that the State agelscyfuture information technology
initiatives coordinate efforts with the@AC to include planning and
development of data interfaces to incorporate data into the initiative
and to ensure the ability to leverage analyt@gabilities.

Provide technical and business resources to participate in the
initiative by providing, upon request and in a timely and responsive
manner, complete and accurate data, business rules and policies, and
support.

Identify potential resouss for deploying business intelligence in
their respective State agencies and as part of the entdgwide
effort.

Immediately seek any waivers and enter into any written agreements
that may be required by State or federal law to effectuate dataghar
and to carry out the purposes of this section, as appropriate.

Specific requirements. The State Controller and theDB C shall enhance

the Statks business intelligence through the collection and analysis of data

relating to workerscompensatiortlaims for the purpose of preventing and

detecting fraud, as follows:

a

=3

|©

The North Carolina Industrial Commission shall release@#\ G, or
otherwise provide electronic access to, all data requestedDBCG
relating to workers compensation insurance cosge, claims,
appeals, compliance, and enforcement under Chapter 97 of the
General Statutes.

The North Carolina Rate Bureau (Bureau) shall releaséda@ or
otherwise provide electronic access to, all data requestedBCG
relating to workers compenation insurance coverage, claims,
business ratings, and premiums under Chapter 58 of the General
Statutes. The Bureau shall be immune from civil liability for
releasing information pursuant to this subsection, even if the
information is_erroneous, providdtle Bureau acted in good faith
and without malicious or willful intent to harm in releasing the
information.

The Department of Commerce, Division of Employment Security
(DES), shall release to MAC, or otherwise provide access to, all
data requested bYGDAC relating to unemployment insurance
coverage, claims, and business reporting under Chapter 96 of the
General Statutes.
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d. The Department of Labor shall release t®AX, or otherwise
provide access to, all data requested HYAG relating to safety

inspections, wage and hour complaints, and enforcement activities

under Chapter 95 of the General Statutes.

The Department of Revenue shall release AG, or otherwise

provide access to, all data requested BDAG relating to the

registration and addressformation of active businesses, business
tax reporting, and aggregate federal tax Form 1099 data for
comparison with information from DES, the Rate Bureau, and the

Department of the Secretary of State for the evaluation of business

reporting.Additionally, the Department of Revenue shall furnish to

the GDAC, upon request, other tax information, provided that the
information  furnished does not impair or violate any
informationsharing agreements between the Department and the

United States Internal Reven@ervice. Notwithstanding any other

provision of law, a determination of whether furnishing the

information requested by GDAC would impair or violate any
informationsharing agreements between the Department of Revenue
and the United States Internal Reverfservice shall be within the
sole discretion of theState Chief Information Officer The

Department of Revenue and the Office of the State Controller shall

work jointly to assure that the evaluation of tax information pursuant

to this subdivision is perfmed in accordance with applicable federal
law.

(3) All information shared with GAC and the State Controller under this
subdivision is protected from release and disclosure in the same manner as
any other informatioms protected under this section.

(Q) Provisions orPrivacy andConfidentiaity of Information 1
(1) Status with respect to certain informatidnThe State Controller and the

GDAC shall be deemed to be all of the following for the purposes of this
section:

a. With respect to criminal informin, and to the extent allowed by
federal law, a criminal justice agency (CJA), as defined under
Criminal Justice Information Services (CJIS) Security Policy. The
State CJIS Systems Agency (CSA) shall ensure that CIJLEADS
receives access to federal crimingformation deemed to be
essential in _managing CJLEADS to support criminal justice
professionals.

b. With respect to health information covered under the Health

Insurance Portability and Accountability Act of 1996 (HIPAA), as

amended, and to the externbaled by federal law:

1. A business associate with access to protected health
information acting on behalf of the Stateovered entities in
support of data integration, analysis, and business
intelligence.

2. Authorized to access and view individuallemdifiable health
information, provided that the access is essential to the
enterprise fraud, waste, and improper payment detection
program _or required for future initiatives having specific
definable need for the data.

@
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Authorized to access all Stateddiederal data, including revenue and
labor _information, deemed to be essential to the enterprise fraud,
waste, and improper payment detection program or future initiatives
having specific definable need for the data.

Authorized to develop agreementstlwithe federal government to
access data deemed to be essential to the enterprise fraud, waste, and
iImproper payment detection program or future initiatives having
specific definable need for such data.

(2) Release of informatiori. The following limitatians apply to (i) the release

of information compiled as part of the initiati @) data from State agencies

that is incorporated into the initiativand (iii) data released as part of the

implementation of the initiative:

a.

=

1o

|2

Information compiled as padf the initiative.i Notwithstanding the
provisions of Chapter 132 of the General Statutes, information
compiled by the State Controller and thédDAC related to the
initiative _may be released as a public record only if the State
Controller, in that officés sole discretion, finds that the release of
information is in the best interest of the general public and is not in
violation of law or contract.

Data from State agencigsAny data that is not classified as a public
record underG.S.132-1 shall notbe deemed a public record when
incorporated into the data resources comprising the initiative. To
maintain confidentiality requirements attached to the information
provided to the State Controller andD&C, each source agency
providing data shall be th@lg custodian of the data for the purpose
of any request for inspection or copies of the data under Chapter 132
of the General Statutes.

Data released as part of implementatibrinformation released to
persons engaged in implementing the Stabeisiress intelligence
strateqy under this section that is used for purposes other than official
State business is not a public record pursuant to Chapter 132 of the
General Statutes.

Data from North Carolina Rate BureduNotwithstandingany other
provision of this section, any data released byobtained from the
North Carolina Rate Bureau under this initiatre¢ating to workers
compensation insurance claims, business ratings, or prernatens
not public recordsand public disclosure ofuchdata, in whée or in

part, by the GDAC or State Controller, oby any State agencys

prohibited!

SECTION 7.10.(e) G.S.143B-426.39 is amended by adding a new subdivision to

read:

"(17) Coordinatedata integration andata sharingursuant td5.S.143B-426.38A

acress State agencies, departments, and institutiorsupportthe Statks

enterprisdevel business intelligence initiative

SECTION 7.10.(f) The Office of State Controller, in consultation with the State
CIO, shall continue the managemeamid implementadin of the GDACand shall continue to
manage the ongoing enterprise data integration efforts under the Gbeh@liing CJLEADS
and NC FACTS. The Office of the State CIO, in consultation with OSC, shall develop a plan
for a cooperative transition of the GDA&hd all of its programs to the Office of the SCIO,
effective July 1, 2014. The plan shall include provisions for a governance structure for GDAC
that includes participation by the State Controller. The plan shall also include milestones for the
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transition The State CIO shall report the plan details and any associated costs to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division

by no later than October 1, 2013. The State CIO shall also report on a quaatasiyto the

Joint Legislative Oversight Committee on Information Technology and the Fiscal Research

Division on progress toward achieving milestones set out in the plan.

SECTION 7.10.(g) Effective July 1, 2014, the GDAC and all of its programs are
herebytransferred to the Office of the SCIO. This transfer shall have all of the elements of a
Type | transfer, as defined {8.S.143A-6. The Office of State Budget and Management shall
determine the personnel, property, unexpended balances of appropreitaragions, or other
funds, including the functions of budgeting and purchasing, to be included in the transfer.

SECTION 7.10.(h) The purpose of this section is to codify provisions of Section
6A.7A of S.L. 2012142, and to the extent that any provisiointhat section conflicts with
G.S.143B-426.38A, as enacted by this act, the provisions of the statute shall be construed to
prevail over any conflicting uncodified provisgn

SECTION 7.10.(i) This section is effective when it becomes law.

STATE INFORM ATION TECHNOLOGY DATA ARCHIVING

SECTION 7.11.(a) The State Chief Information Officer (CIO) shall investigate the
feasibility of creating an enterprise data archiving system for State agencies that will (i) allow
for the effective management of data froraltiple sources; (ii) provide for efficient, timely
responses to discovery requests and investigations; and (iii) ensure real time State agency
access to and use of archived files. The system shall be financed only by savings accrued as a
result of the prct.

SECTION 7.11.(b) By December 1, 2013, the State CIO shall report to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division
on the results of the feasibility assessment.

SECTION 7.11.(c) Subsequent to rkang the report required by this section, and
only if the State CIO has developed a business case that is validated by the Office of State
Budget and Management, then the State CIO may initiate the development of an enterprise data
archiving system.

INFORMATION TECHNOLOGY/PRIVACY PROTECTION OF CITIZEN DATA

SECTION 7.12. The Joint Legislative Oversight Committee on Information
Technology (the Committee), in collaboration with the State Chief Information Officer (CIO),
shall study establishing State requients to safeguard the personal data of individuals
collected and managed by all branches of State government. The study shall be conducted with
the participation and assistance of agency ClOs selected jointly by the Committee and State
ClO. The Committeenay report any legislative proposals to the 2014 Regular Session of the
2013 General Assembly.

STATE INFORMATION TECHNOLOGY INNOVATION CENTER

SECTION 7.13. The State Chief Information Officer (CIO) may operate a State
Information Technology Innovation @eer (Center) to develop and demonstrate technology
solutions with potential benefit to the State and its citizens. The Center may facilitate the
piloting of potential solutions to State technology requirements. In operating the Center, the
State CIO shaknsure that all State laws, rules, and policies are followed. Vendor participation
in the Center shall not be construed to (i) create any type of preferred status for vendors or (ii)
abrogate the requirement that the State CIO ensure that agency andistatguirements for
information technology support (including those for the Office of the State CIO and the Office
of Information Technology Services) are awarded based on a competitive process that follows
information technology procurement guidelin@gginning July 1, 2013, the State CIO shall
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report to the Joint Legislative Oversight Committee on Information Technology on a quarterly
basis on initiatives being developed and implemented within the Center, as well as on the
sources and amounts of resmes used to support the Center.

ENTERPRISE GRANTS MANAGEMENT

SECTION 7.14.(a) Effective August 1, 2013, the State Chief Information Officer
(CIO) shall oversee the development and implementation of the enterprise grants management
system. The State ClChall review progress on the implementation of the enterprise grants
management system and update the plan for its development and implementation. This plan
shall include an updated inventory of current agency grants management systems and a detailed
proces for consolidating grants management within the State, to include a timeline for
implementation. By October 1, 2013, the State CIO shall provide the updated plan to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Ressaision.

SECTION 7.14.(b) There is established a Grants Management Oversight
Committee to coordinate the development of an enterprise grants management system. The
Committee shall be chaired by the State Chief Information Officer. Committee membership
shall include the Director of the Office of State Budget and Management, the State Auditor, the
Department of Transportation Chief Information Officer, and the State ContrbHerState
Auditor shall serve as a nonvoting membédre Committee shall:

(2) Establish priorities for moving agencies to the enterprise system.

(2)  Establish priorities for development and implementation of system

capabilities.

3) Define system requirements.

(4)  Approve plans associated with system development and implementation.

5) Review costs and approve funding sources for system development and

implementation.

(6) Ensure any system benefits are realistic and realized.

SECTION 7.14.(c) Beginning September 1, 2013, the Office of the State CIO shall
report quarterly to the Jdiregislative Oversight Committee on Information Technology and
the Fiscal Research Division on the status of the system, including the following information:

(1)  Agencies currently participating in the system.

(2) Specific requirements for each agency jgco included in the system

development.

3) Cost and funding sources for each agency participating in the system.

(4)  Status of each agency project included in the system.

(5) Comparison of the status of each project to the project's time line, with an

explanation of any differences.

(6) Detailed descriptions of milestones completed that quarter and to be

completed the next quarter.

(7)  Any changes in project cost for any participating agency, the reason for the

change, and the source of funding, if thisra cost increase.

(8)  Actual project expenditures by agency, to date, and during that quarter.

(9)  Any potential funding shortfalls, and their impact.

(10) Any issues identified during the quarter, with a corrective action plan and a

time line for resoling each issue.

(11) Impact of any issues on schedule or cost.

(12) Any changes to agency projects, or the system as a whole.

(13) Any change requests and their costs.

ENTERPRISE ELECTRONIC FORMS AND DIGITAL SIGNATURES
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SECTION 7.15.(a) The State's enterige electronic forms and digital signatures
project shall be transferred from the Office of the State Controller to the Office of the State
Chief Information Officer (CIO) as a Type | transfer, as defined in $13A-6. The State CIO
shall continue the lanning, development, and implementation of a coordinated enterprise
electronic forms and digital signatures capability, as well as the use of digital certificates. As
part of the process, the Office of the State CIO shall include the capability to aléstvme
data entry for multiple applications.

SECTION 7.15.(b) The State CIO shall continue to integrate executive branch
agencies developing, or identifying the need to develop, electronic forms or digital signatures
projects, or both. The State CIO dhalso review existing electronic forms and digital
signatures capabilities and develop a plan to consolidate them. The State CIO may consolidate
current agency electronic forms and digital signature capabilities, and cancel ongoing projects,
and may redgct the resources associated with the capabilities and projects to the enterprise
electronic forms and digital signatures project. Beginning November 1, 2013, the State CIO
shall submit quarterly reports on the status of the project to the Joint Legislatrrsight
Committee on Information Technology and the Fiscal Research Division.

VEHICLE MANAGEMENT

SECTION 7.16.(a) The Office of the State Chief Information Officer (CIO) shall
develop an implementation plan for establishing a statewide motor flegtgeraent system.

The plan shall consider consolidating individual agency and institution motor fleet management
systems and include an implementation time line, a cost estimate, and a continuing funding
strategy to create and operate a statewide fleet geament information system to which all
State agencies and institutions would be required to provide vehicle identification, utilization,
and direct cost data. In formulating an implementation plan, the Office of the State Chief
Information Officer shall dohe following:

(1)  Consult with State agencies that own vehicles.

(2) Review the existing fleet management information systems used by State

agencies.

3) Examine fleet management information systems used by other state
governments.

(4) Determine whetherthe State should (i) expand a fleet management
information system currently used by a State agency for statewide use, (ii)
develop a new #house system, or (iii) purchase a new system from an
outside vendor.

(5) Determine fees or other methods to payittigal and ongoing costs for the
system.

SECTION 7.16.(b) The Office of State Budget and Management shall assist and
advise the Office of the State Chief Information Officer in developing the implementation plan
and work with State agencies and instans to identify funding from current and proposed
projects and applications that could be used to support the development and implementation of
the statewide motor fleet management system. The Office of State Controller shall assist and
advise the Office fothe State Chief Information Officer in developing the implementation plan
for the statewide motor fleet management information system, including how the system
interfaces with the statewide accounting system.

SECTION 7.16.(c) Beginning October 1, 2013he State CIO shall report to the
Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division on the implementation plan for the statewide motor fleet management information
system including progress toward the develepmof the enterprise system, the associated
costs, identified sources of funding, and any issues associated with the project.
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SECTION 7.16.(d) The State CIO shall also study the feasibility of implementing
a tracking system for State vehicles, basedemommendations from the Program Evaluation
Division, and report the results of the study to Jdleet Legislative Oversight Committee on
Information Technology, the Joint Legislative Program Evaluation Oversight Committee, and
the Fiscal Research Divisidty November 15, 2013.

SECTION 7.16.(e) Until July 1, 2015, no State or local governmental entity or
officer may procure or operate an unmanned aircraft system or disclose personal information
about any person acquired through the operation of an unmaincealft system unless the
State CIO approves an exception specifically granting disclosure, use, or purchase. Any
exceptions to the prohibition in this subsection shall be reported immediately to the Joint
Legislative Oversight Committee on Informationchaology and the Fiscal Research Division.
The following definitions apply in this section:

(1) "Unmanned aircraft" means an aircraft that is operated without the

possibility of human intervention from within or on the aircratft.

(2) "Unmanned aircraft systn" means an unmanned aircraft and associated
elements, including communication links and components that control the
unmanned aircraft that are required for the pilot in command to operate
safely and efficiently in the national airspace system.

SECTION 7.16.(f) If the State Chief Information Officer determines that there is a
requirement for unmanned aircraft systems for use by State or local agencies, planning may
begin for the possible development, implementation, and operation of an unmanned aircraft
system program within the State of North Carolina. This planning effort shall be accomplished
in coordination with the Chief Information Officer for the Department of Transportation and
the DOT Aviation Division Director. If the State CIO decides to plarnafo unmanned aircraft
system program, a proposal for the implementation of the program shall be provided by March
1, 2014, to the Joint Legislative Oversight Committee on Information Technology, the Joint
Transportation Legislative Oversight Committeed aime Fiscal Research Division. At a
minimum, the proposal shall include the following:

(2) Governance structure to include the appropriate use at each level of

government.

(2)  Guidelines for program implementation to include limitations on unmanned
aircrdt system use.

3) Potential participants.

(4) Costs associated with establishing a program.

(5) Potential sources of funding.

(6) Issues associated with establishing a program to include limitations on
entities that may already have purchased unmannaafisystems.

(7) Recommendations for legislative proposals.

TAX INFORMATION MANAGEMENT SYSTEM/ADDITIONAL PUBLIC -PRIVATE
PARTNERSHIP AUTHORIZED

SECTION 7.17.(a) Additional PublicPrivate Partnershipi The Secretary of
Revenue may enter into an addisbrpublicprivate arrangement in order to expand the
implementation of the Tax Information Management System (TIMS). All such arrangements
will terminate June 30, 2018. The pubfidvate arrangement may include terms necessary to
implement additional reveleincreasing or costsavings components if all of the following
conditions are met:

Q) The funding of the project under the arrangement comes from revenue

generated by or cost savings resulting from the project.
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(2)  The funding of the project is depemii®n increasedevenue or cossavings
streams that are different from the existing benefits stream for the
implementation of TIMS.

(3) The project involves additional identified initiatives that will be integrated
into the TIMS solution.

SECTION 7.17.(b) Contracts.i Work under an additional publarivate
arrangement that is authorized by this section may be contracted by requests for proposals,
modifications to the existing contracts, purchases using existing contracts, or other related
contract vehias.

SECTION 7.17.(c) Management/Performance Measureménihe Secretary of
Revenue shall follow the existing model for pulpicvate arrangement oversight and shall
establish a measurement process to determine the increased revenue or cost sawirigd attri
to the additional publiprivate arrangement authorized by this section. To accomplish this, the
Secretary shall consult subject matter experts in the Department of Revenue, in other
governmental units, and in the private sector, as necessary. Atiraum, the measurement
process shall include all of the following:

(1) Calculation of a revenue baseline against which the increased revenue
attributable to the project is measured and a-lbasis baseline against
which the cost savings resulting fronetproject are measured.

(2) Periodic evaluation to determine whether the baselines need to be modified
based on significant measurable changes in the economic environment.

3) Monthly calculation of increased revenue and cost savings attributable to
contracts executed under this section.

SECTION 7.17.(d) Funding.i Of funds generated from increased revenues or cost
savings, as compared to the baselines established by subdivision (1) of subsection (c) of this
section, in the General Fund, the Highway Fuaral that State portion of the Unauthorized
Substance Tax collections of the Special Revenue Fund, the sum of up to a total of sixteen
million dollars ($16,000,000) may be authorized by the Office of State Budget and
Management to make purchases relatethéoimplementation of the additional pubpdvate
arrangement authorized by this section, including payments for services froi8taten
entities.

SECTION 7.17.(e) Internal Costs.i For the 2012015 fiscal biennium the
Department of Revenue may retaan additional sum of eight million eight hundred
seventyfour thousand three hundred nineteen dollars ($8,874,319) from benefits generated for
the General Fund since the beginning of the pytiicate partnership described under Section
6A.5(a) of S.L. 2Q1-145. These funds shall be used as payment of internal costs for the fiscal
biennium, and such funds are hereby appropriated for this purpose.

SECTION 7.17.(f) Expert Counsel Required.Notwithstanding G.S114-2.3, the
Department of Revenue shall eggathe services of private counsel with the pertinent
information technology and computer law expertise to negotiate and review contracts
associated with an additional pubpdvate arrangement authorized under this section.

SECTION 7.17.(g) Oversight Conmittee.l The Oversight Committee established
under Section 6A.5(c) of S.L. 201145 shall have the same responsibilities and duties with
respect to an additional publprivate arrangement authorized by this section as it does with
respect to publiprivate arrangements to implement TIMS and the additional Planning and
Design Project (PDP) components.

SECTION 7.17.(h) Reporting.i Beginning August 1, 2013, and quarterly
thereafter, the Department of Revenue shall submit detailed written reports tcathe dtlithe
House of Representatives Appropriations Committee, to the Chairs of the Senate Committee on
Appropriations/Base Budget, to the Joint Legislative Oversight Committee on Information
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Technology, and to the Fiscal Research Division of the GeneasgrAbly. The report shall
include an explanation of all of the following:
(2) Details of each publiprivate contract.
(2)  The benefits from each contract.
(3) A comprehensive forecast of the benefits of using pubiiate agreements
to implement TIMS, he additional PDP components, and additional
components authorized by this section, including cost savings and the
acceleration of the project time line.
(4)  Anyissues associated with the operation of the pytsliate partnership.
SECTION 7.17.(i) Information Technology Project Oversigitin addition to the
oversight provided by the Oversight Committee established in Section 6A.5(c) of S.L.
2011145, the additional publiprivate arrangement authorized by this section shall be subject
to existing Stat information technology project oversight laws and statutes, and the project
management shall comply with all statutory requirements and other criteria established by the
State Chief Information Officer and the Office of State Budget and Management for
information technology projects. The State Chief Information Officer and the Office of State
Budget and Management shall immediately report any failure to do so to the Joint Legislative
Oversight Committee on Information Technology, the Chairs of the HduRepresentatives
and Senate Committees on Appropriations, and the Fiscal Research Division.
SECTION 7.17.()) Section 6A.5(c) of S.L. 201145, as amended by Section
6A.3(j) of S.L. 2012142 reads as rewritten:

"SECTION 6A.5.(c) There is established withthe Department of Revenue the Oversight
Committee for reviewing and approving the benefits measurement methodology and
calculation process. The Oversight Committee shall review and approve in writing all contracts,
including change orders, amendmentsdatracts, and addendums to contracts, before they are
executed under this section. This shall include (i) details of each yuhlate contract, (ii) the
benefits from each contract, and (iii) a comprehensive forecast of the benefits of using
public-private agreements to implement TIMS and the additional PDP components, including
the measurement process established for the Secretary of Revenue. The Oversight Committee
shall approve all of the fund transfers for this project. Within five days of enterioga
contract, the Department shall provide copies of each contract and all associated information to
the Joint Legislative Oversight Committee on Information Technology, the Chairs of the House
of Representatives and Senate Committees on Appropriateom$ the Fiscal Research
Division.

The members of the Committee shall include the following:

(1) The State—Budget-Directdpirector of the Office of State Budget and

Management;
(2)  The Secretary of the Department of Revenue;

(3)  The State Chief Informain Officer;

(4)  Two persons appointed by the Governor;

(5) One member of the general public having expertise in information
technology appointed by the General Assembly upon the recommendation of
the Speaker of the House of Representatives; and

(6) One menber of the general public having expertise in economic and revenue
forecasting appointed by the General Assembly upon recommendation of the
President Pro Tempore of the Senate.

The State Budget Director shall serve as chair of the Committee. The Conshétkset
its meeting schedule and adopt its rules of operation by majority vote. A majority of the
members constitutes a quorum. Vacancies shall be filled by the appointing authority.
Administrative support staff shall be provided by the Department oéiRe Members of the
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Committee shall receive reimbursements for subsistence and travel expenses as provided by
Chapter 138 of the General Statutes. The Committee shall terminate on June 30, 2018.

The Department shall provide copies of the minutes of eamtting and all associated
information to the Joint Legislative Oversight Committee on Information Technology, the
Chairs of the House of Representatives Appropriations Committee, the Chairs of the Senate
Committee on Appropriations/Base Budget, and thedFiResearch Division."

USE OF MOBILE COMMUNICATIONS DEVICES

SECTION 7.18.(a) By October 1, 2013, every State agency shall submit to the
Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division a copy of the agencpolicy on the use of mobile communications devices. This
reporting requirement is continuous such that any time a change is made to an existing policy,
the agency shall submit an update immediately.

SECTION 7.18.(b) Beginning October 1, 2013, each Stagency shall submit a
guarterly report to the Joint Legislative Oversight Committee on Information Technology, the
Fiscal Research Division, and the Office of the State Chief Information Officer (CIO) on the
use of mobile electronic communications deviogthin the agency. The report shall include
the following information:

(1) The total number of devices issued by the agency.

(2)  The total cost of mobile devices issued by the agency.

(3) The number and cost of new devices issued since the last report.

(4)  The contracts used to obtain the devices.

SECTION 7.18.(c) The Office of the State Chief Information Officer shall review
current enterprise, and any individual agency mobile electronic communications contracts, to
develop a plan to consolidate the cants. By October 1, 2013, the Office of the State CIO
shall submit a report on progress toward consolidating State agency mobile communications
device contracts to the Joint Legislative Oversight Committee on Information Technology and
the Fiscal Researdbivision.

SECTION 7.18.(d) The Office of the State CIO shall develop a policy for
implementing a "bring your own device" plan for State employees. By September 1, 2013, the
State CIO shall report to the Joint Legislative Oversight Committee on InfornTaamology
and the Fiscal Research Division on how the plan is to be implemented, as well as on potential
issues and costs. Following consultation with the Joint Legislative Oversight Committee on
Information Technology, the State CIO may implement tmafoyour own device" plan.

NEXT GENERATION SECURE DRIVER LICENSE SYSTEM
SECTION 7.19.(a) By August 1, 2013, the Chief Information Officer of the
Department of Transportation shall provide a detailed report on the status of the Next
Generation Secure ner License System (NGSDLS) to the Joint Legislative Oversight
Committee on Information Technology, the Joint Legislative Transportation Oversight
Committee, and the Fiscal Research Division. At a minimum, the report on the NGSDLS shall
include the followmng information:
(1)  Original project scope, deliverables, and milestones, including descriptions
of any subsequent modifications and basis for each.
(2)  Contractual status and amendments.
3) Initial and current estimated costs for system developmentemeitation,
and maintenance.
(4) Remaining deliverables and cost to complete by phase.
(5) Any issues, including vendor performance, identified during project
development and implementation and planned corrective actions for each
issue.
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(6) Programmatic imacts for Division of Motor Vehicles driver license
services.

(7 Requirements and costs to implement a process to allow persons who are
homebound to apply for or renew a special photo identification card, with a
color photo, and similar in size, shapesida, and background to a drivers
license, by means other than personal appearance.

SECTION 7.19.(b) In the event of any changes in the NGSDLS project status
occurring after submission of the report required by subsection (a) of this section, the Chief
Information Officer of the Department of Transportation shall ensure that the Joint Legislative
Oversight Committee on Information Technology, the Joint Legislative Transportation
Oversight Committee, and the Fiscal Research Division are notified immeddtelye
changes.

STATE TITLING AND REGISTRATION SYSTEM/STATE AUTOMATED DRIVER
LICENSE SYSTEM/LIABILITY INSURANCE TRACKING AND ENFORCEMENT
SYSTEM

SECTION 7.20.(a) The Chief Information Officer of the Department of
Transportation shall continue the replaent of the State Titling and Registration System
(STARS), the State Automated Driver License System (SADLS), and the Liability Insurance
Tracking and Enforcement System (LITES).

SECTION 7.20.(b) By August 1, 2013, and quarterly thereafter, the Chief
Information Officer of the Department of Transportation shall report to the Joint Legislative
Oversight Committee on Information Technology, the Joint Legislative Transportation
Oversight Committee, and the Fiscal Research Division on the status of eachpafjdots
listed in subsection (a) of this section. At a minimum, the report shall include the following
information for each project:

(1) Project scope, milestones, and anticipated business process improvements.

(2) Estimated development, implementatiand maintenance costs.

3) Project status, including any modifications to the project scope or revisions

to baseline cost estimates.

4) Project accomplishments and changes in status for the previous quarter.

(5)  Actual costs incurred, by purpose and fumgdisource, for the previous

quarter.

(6) Remaining cost to complete by project phase for the next two fiscal years.

(7)  Any issues, including vendor performance, identified during project

development and implementation and planned corrective actions.

GDAC/LOCAL GOVERNMENTS/OPTIONAL COLLECTION AGREEMENTS

SECTION 7.21.(a) A city or county may enter into an interagency agreement with
the Department of Revenue and the Government Data Analytics Center (GDAC) to manage the
collection of outstanding unpaid pankji fines and penalties. The scope and manner of such
collections services shall be determined by the agreemerdunty or city that exercises the
option to enter into such an arrangement may agree to the following, which are required terms
in the agreemd with the Department of Revenue and the GDAC:

(1) That the city or county agrees to:

a. Comply with State and federal law regarding data sharing, as
appropriate.

b. Provide for technical and business resources to support the analytics
development.

C. Provide for timely and responsive access to complete and accurate

data, business rules, policies, and technical support.
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(2) That the GDAC be given access to all required information necessary to
develop and support analytics allowing the identificationhef éwners of
vehicles with associated unpaid parking fines and penalties.

SECTION 7.21.(b) In carrying out the purposes of this section and the agreements

made under its provisions, the State Controller and the GDAC shall:

(2) Ensure the security, intetyj and privacy of the data in accordance with
State and federal law and as may be required by contract.

(2) Leverage enterprise data sources, as allowed by State and federal law, and
GDAC governance agreements, to provide analytics to integrate and match
data to identify owner information associated with vehicles with unpaid
parking fines and penalties.

3) Provide access to analytics reporting and information to the participating city
or municipality and the Department of Revenue.

4) Provide data to thBepartment of Revenue for use in the withholding of tax
refunds of persons that have unpaid parking fines and penalties.

SECTION 7.21.(c) The Department of Transportation, Division of Motor Vehicles,
shall provide the GDAC with access to historical andest information required to identify
owners associated with vehicles with unpaid parking fines and penalties.

SECTION 7.21.(d) The Department of Revenue shall (i) receive data from the
GDAC associated with persons that have unpaid parking fines antigeen@) withhold tax
refunds for the purpose of the collection of those fines and penalties as allowed by law; and (iii)
from the withholdings, pay to the appropriate city or county the amounts due.

SECTION 7.21.(e) Any fee imposed by the DepartmeritRevenue or the GDAC
to cover the administrative costs of withholding for the collection of unpaid parking fines and
penalties shall be borne by the city or county and shall be negotiated as part of the agreements
authorized by this section.

STATE PORTAL

SECTION 7.22. The State Chief Information Officer (SCIO) shall develop a plan
to implement an electronic portal that makes obtaining information, conducting online
transactions, and communicating with State agencies more convenient for members of the
pulic. The SCIO shall report to the Joint Legislative Oversight Committee on Information
Technology on the details of the plan prior to implementation. The plan shall contain all of the
following:

(1) A detailed description for development and implementaiotihe portal, to
include a list of anticipated applications to be implemented during the State
fiscal years of 201-2017.

(2) A description of how the portal will be implemented, including the use of
outside vendors, detailed information on vendor padteon, and potential
costs.

3) Detailed information on the anticipated total cost of ownership of the portal
and any applications proposed for implementation during the State fiscal
years of 2012017, including the amount of any payments to be made to
any vendors supporting the project for each application and the portal as a
whole.

(4) A funding model that limits the costs to the State.

(5) If outsourced, a detailed, fully executable plan to return portal operations to
the State, with associated coatsl a detailed analysis that demonstrates that
it is more coseffective to use a vendor than to develop an application
internally.
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(6) A provision requiring that any fees to support the operation of the portal
must be authorized by the General Assembly.

PART VIII. PUBLIC SC HOOLS

FUNDS FOR CHILDREN WITH DISABILITIES

SECTION 8.1. The State Board of Education shall allocate additional funds for
children with disabilities on the basis of three thousand seven hundredhi@gydollars and
forty-eight centg$3,743.48) per child. Each local school administrative unit shall receive funds
for the lesser of (i) all children who are identified as children with disabilities or (ii) twelve and
onehalf percent (12.5%) of its 2013014 allocated average daily memndiep in the local
school administrative unit. The dollar amounts allocated under this section for children with
disabilities shall also adjust in accordance with legislative salary increments, retirement rate
adjustments, and health benefit adjustmentpéosonnel who serve children with disabilities.

FUNDS FOR ACADEMICALLY GIFTED CHILDREN

SECTION 8.2. The State Board of Education shall allocate additional funds for
academically or intellectually gifted children on the basis of one thousand two hundred
thirty-three dollars and one cent ($1,233.01) per child for fiscal year2018 and 20142015.
A local school administrative unit shall receive funds for a maximum of four percent (4%) of
its 20132014 allocated average daily membership, regardleshefnumber of children
identified as academically or intellectually gifted in the unit. The dollar amounts allocated
under this section for academically or intellectually gifted children shall also adjust in
accordance with legislative salary incrementsiyement rate adjustments, and health benefit
adjustments for personnel who serve academically or intellectually gifted children.

USE OF SUPPLEMENTAL FUNDING IN LOW -WEALTH COUNTIES

SECTION 8.3.(a) Use of Funds for Supplemental FundiiigAll funds receied
pursuant to this section shall be used only (i) to provide instructional positions, instructional
support positions, teacher assistant positions, clerical positions, school computer technicians,
instructional supplies and equipment, staff developmemd, taxtbooks and (ii) for salary
supplements for instructional personnel and instructional support personnel. Local boards of
education are encouraged to use at least twiergypercent (25%) of the funds received
pursuant to this section to improve thmademic performance of children who are performing
at Level | or Il on either reading or mathematics -efigrade tests in grades three through
eight.

SECTION 8.3.(b) Definitions.7 As used in this section, the following definitions

apply:

(1) "Anticipated county property tax revenue availabilitymeans the
countyadjusted property tax base multiplied by the effective State average
tax rate.

(2) "Anticipated total county revenue availabititymeans the sum of the
following:

a. Anticipated county propertyak revenue availability.

b. Local sales and use taxes received by the county that are levied under
Chapter 1096 of the 1967 Session Laws or under Subchapter VIII of
Chapter 105 of the General Statutes.

C. Sales tax hold harmless reimbursement receivetidygaunty under
G.S.105521.
d. Fines and forfeitures deposited in the county school fund for the most

recent year for which data are available.
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3)

(4)

(5)

(6)

(7)

(8)

(9)

(10)

(11)

"Anticipated total county revenue availability per stutienteans the

anticipated total county revenue dahility for the county divided by the

average daily membership of the county.

"Anticipated State average revenue availability per stiderains the sum

of all anticipated total county revenue availability divided by the average

daily membership fothe State.

"Average daily membersHipneans average daily membership as defined in

the North Carolina Public Schools Allotment Policy Manual, adopted by the

State Board of Education. If a county contains only part of a local school

administrative unitthe average daily membership of that county includes all

students who reside within the county and attend that local school

administrative unit.

"Countyadjusted property tax basghall be computed as follows:

a. Subtract the presentse value of aggultural land, horticultural land,
and forestland in the county, as definedars.105-277.2, from the
total assessed real property valuation of the county.

b. Adjust the resulting amount by multiplying by a weighted average of
the three most recent aralisales assessment ratio studies.
C. Add to the resulting amount the following:
1. Presertuse value of agricultural land, horticultural land, and
forestland, as defined i8.S.105277.2.
2. Value of property of public service companies, determined in
aaccordance with Article 23 of Chapter 105 of the General
Statutes.
3. Personal property value for the county.

"Countyadjusted property tax base per square 'milmeans the
countyadjusted property tax base divided by the number of square miles of
land aea in the county.

"County wealth as a percentage of State average Wehi#ti be computed

as follows:

a. Compute the percentage that the county per capita income is of the
State per capita income and weight the resulting percentage by a
factor of five-tenths.

b. Compute the percentage that the anticipated total county revenue
availability per student is of the anticipated State average revenue
availability per student and weight the resulting percentage by a
factor of fourtenths.

C. Compute the percgage that the countydjusted property tax base
per square mile is of the Steddjusted property tax base per square
mile and weight the resulting percentage by a factor oftemi.

d. Add the three weighted percentages to derive the county wealth as a
percentage of the State average wealth.

"Effective county tax ratemeans the actual county tax rate multiplied by a

weighted average of the three most recent annual sales assessment ratio

studies.

"Effective State average tax rat@eans the avage of effective county tax

rates for all counties.

"Local current expense fundsieans the most recent county current expense

appropriations to public schools, as reported by local boards of education in

the audit report filed with the Secretary ofie Local Government

Commission pursuant 6.S5.115G447.
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(12) "Per capita inconfemeans the average for the most recent three years for
which data are available of the per capita income according to the most
recent report of the United States DepartmehtCommerce, Bureau of
Economic Analysis, including any reported modifications for prior years as
outlined in the most recent report.
(13) "Sales assessment ratio stutliemeans sales assessment ratio studies
performed by the Department of Revenue ur@l&: 105-289(h).
(14) “State average current expense appropriations per studeans the most
recent State total of county current expense appropriations to public schools,
as reported by local boards of education in the audit report filed with the
Secretay of the Local Government Commission pursuar®i8.115G447.
(15) "State average adjusted property tax base per squarenmeidss the sum of
the countyadjusted property tax bases for all counties divided by the
number of square miles of land aredha State.
(16) "Supplant means to decrease local per student current expense
appropriations from one fiscal year to the next fiscal year.
(17) "Weighted average of the three most recent annual sales assessment ratio
studie$ means the weighted averagetbé three most recent annual sales
assessment ratio studies in the most recent years for which county current
expense appropriations and adjusted property tax valuations are available. If
real property in a county has been revalued one year prior toa$terecent
sales assessment ratio study, a weighted average of the two most recent sales
assessment ratios shall be used. If property has been revalued the year of the
most recent sales assessment ratio study, the sales assessment ratio for the
year of rewaluation shall be used.
SECTION 8.3.(c) Eligibility for Funds.i Except as provided in subsection (g) of
this section, the State Board of Education shall allocate these funds to local school
administrative units located in whole or in part in countiesviich the county wealth as a
percentage of the State average wealth is less than one hundred percent (100%).

SECTION 8.3.(d) Allocation of Fundsi Except as provided in subsection (f) of
this section, the amount received per average daily membershg dounty shall be the
difference between the State average current expense appropriations per student and the current
expense appropriations per student that the county could provide given théscogiatyh and
an average effort to fund public school$o(derive the current expense appropriations per
student that the county could be able to provide given the ceumtalth and an average effort
to fund public schools, multiply the coufgywvealth as a percentage of State average wealth by
the State avalge current expense appropriations per student.) The funds for the local school
administrative units located in whole or in part in the county shall be allocated to each local
school administrative unit located in whole or in part in the county basecavénage daily
membership of the coursy students in the school units. If the funds appropriated for
supplemental funding are not adequate to fund the formula fully, each local school
administrative unit shall receive a pro rata share of the funds agtenpfor supplemental
funding.

SECTION 8.3.(e) Formula for Distribution of Supplemental Funding Pursuant to

This Section Only.i The formula in this section is solely a basis for distribution of
supplemental funding for lowvealth counties and is nottended to reflect any measure of the
adequacy of the educational program or funding for public schools. The formula is also not
intended to reflect any commitment by the General Assembly to appropriate any additional
supplemental funds for lowealth counes.

SECTION 8.3.(f) Minimum Effort Required.i A county that (i) maintains an

effective county tax rate that is at least one hundred percent (100%) of the effective State
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average tax rate in the most recent year for which data are available or (idingatounty
appropriation per student to the school local current expense fund of at least one hundred
percent (100%) of the current expense appropriations per student to the school local current
expense fund that the county could provide given the gsuwealth and an average effort to

fund public schools shall receive full funding under this section. A county that maintains a
county appropriation per student to the school local current expense fund of less than one
hundred percent (100%) of the curtr@xpense appropriations per student to the school local
current expense fund that the county could provide given the ¢ceoumgalth and an average

effort to fund public schools shall receive funding under this section at the same percentage that
the coury's appropriation per student to the school local current expense fund is of the current
expense appropriations per student to the school local current expense fund that the county
could provide given the coursywealth and an average effort to fund pubthools.

SECTION 8.3.(g) Nonsupplant Requiremerit. A county in which a local school
administrative unit receives funds under this section shall use the funds to supplement local
current expense funds and shall not supplant local current expenseRandse 20132015
fiscal biennium, the State Board of Education shall not allocate funds under this section to a
county found to have used these funds to supplant local per student current expense funds. The
State Board of Education shall make a findihgtta county has used these funds to supplant
local current expense funds in the prior year, or the year for which the most recent data are
available, if all of the following criteria apply:

(1) The current expense appropriation per student of the coantyhé current

year is less than ninefive percent (95%) of the average of local
expenditures per student for the three prior fiscal years.

(2)  The county cannot show (i) that it has remedied the deficiency in funding or

(i) that extraordinary circumst@es caused the county to supplant local
current expense funds with funds allocated under this section.

The State Board of Education shall adopt rules to implement the requirements of
this subsection.

SECTION 8.3.(h) Counties Containing a Base of the Aund-orces.i
Notwithstanding any other provision of this section, for the 2BAB5 fiscal biennium,
counties containing a base of the Armed Forces of the United States that have an average daily
membership of more than 23,000 studestiall receive the saamamountof supplemental
funding for lowrwealth counties as received in the 21 3 fiscal year.

SECTION 8.3.(i) Funds for EVAAS Datai Notwithstanding the requirements of
subsection (a) of this section, local school administrative units may utilis fallocated
under this section to purchase services that allow for extraction of data from the Education
Value-Added Assessment System (EVAAS).

SECTION 8.3.(j) Reportsi For the 20132015 fiscal biennium, the State Board of
Education shall report to ¢hFiscal Research Division prior to May 1 of each year if it
determines that counties have supplanted funds.

SECTION 8.3.(k) Department of Revenue RepoiitsThe Department of Revenue
shall provide to the Department of Public Instruction a preliminargrtdpr the current fiscal
year of the assessed value of the property tax base for each county prior to March 1 of each
year and a final report prior to May 1 of each year. The reports shall include for each county the
annual sales assessment ratio andéakable values of (i) total real property, (ii) the portion of
total real property represented by the presmet value of agricultural land, horticultural land,
and forestland, as defined i6.5.105277.2, (iii) property of public service companies
detemined in accordance with Article 23 of Chapter 105 of the General Statutes, and (iv)
personal property.

SMALL SCHOOL SYSTEM SUPPLEMENTAL FUNDING
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SECTION 8.4.(a) Funds for Small School Systerfie the 20132014 Fiscal Year
T Except as provided in substion (9 of this section, the State Board of Education shall
allocate funds appropriated for small school system supplemental funding for the@e13
fiscal year (i) to each county school administrative unit with an average daily membership of
fewer tran 3,175 students and (ii) to each county school administrative unit with an average
daily membership from 3,175 to 4,000 students if the county in which the local school
administrative unit is located has a couatjusted property tax base per studeat th below
the Stateadjusted property tax base per student and if the total average daily membership of all
local school administrative units located within the county is from 3,239 to 4,080 students. The
allocation formula shall do all of the following:

(2) Round all fractions of positions to the next whole position.

(2) Provide five and ondalf additional regular classroom teachers in counties
in which the average daily membership per square mile is greater than four
and provide seven additional regutdassroom teachers in counties in which
the average daily membership per square mile is four or fewer.

3) Provide additional program enhancement teachers adequate to offer the
standard course of study.

(4) Change the dutfree period allocation to oneedcher assistant per 400
average daily membership.

(5) Provide a base for the consolidated funds allotment of at least seven hundred
seventeen thousand three hundred sixty dollaf&l1B60, excluding
textbooks, for the 2023014 fiscal year.

(6)  Allot vocational education funds for grade six as well as for grades seven
through 12. If funds appropriated for each fiscal year for small school
system supplemental funding are not adequate to fully fund the program, the
State Board of Education shall reduce @&meount allocated to each county
school administrative unit on a pro rata basis. This formula is solely a basis
for distribution of supplemental funding for certain county school
administrative units and is not intended to reflect any measure of the
adequay of the educational program or funding for public schools. The
formula also is not intended to reflect any commitment by the General
Assembly to appropriate any additional supplemental funds for such county
administrative units.

SECTION 8.4.(b) PhaseOut Provisionsfor the 20132014 Fiscal Yeaii. If a local

school administrative unit becomeligible for funding under thioermulain subsection (a) of

this section in the 2013014 fiscal yeabecause of (i) an increase in the population of the
county n which the local school administrative unit is located or (ii) an increase in the
countyadjusted property tax base per student of the county in which the local school
administrative unit is located, funding for that unit shall be continuethé&20132014 fiscal

year.

SECTION 8.4.(9 Eligibility for Funds for Small School Systenfer the
20142015 Fiscal Yean For the 2014015 fiscal year fithe total average daily membership
of all local school administrative units located in the county is lleas 8,200, the county
school administrative unit within that county shall be eligible for small school system
supplemental funding.

SECTION 8.4.(d) Allotment Formula for the 2012015 Fiscal Yeari Except as
otherwise provided in subsection (g) of theetson, for the 20142015 fiscal year, ach eligible
county school administrative unit shall receive a dollar allotment equal to the product of the
following:

(1) A per student funding factor, equal to the product of the following:
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a. One, minus the locakchool administrative urst average daily
membership divided by the maximum small school system average
daily membership.

b. The maximum small school system dollars per student.
(2)  The average daily membership of the eligible county school administrative
unit.

SECTION 8.4.(@ PhaseOut Provisiondor the 20142015 Fiscal Year If a local
school administrative unit becomeligible for funding under thimrmulain subsection (d) of
this section in the 2012015 fiscal yearfunding for that unit shalbe phased out over a
five-year period. Funding for such local administrative units shall be reduced in equal
increments in each of the five years after the local administrative unit becomes ineligible.
Funding shall be eliminated in the fifth fiscal yedter the local administrative unit becomes
ineligible.

Allotments for eligible local school administrative units shall not be reduced by
more than twenty percent (20%) of the ambreceived in fiscal year 202014in any fiscal
year.

SECTION 8.4.(f) Maximum Allotments for the 2012015 FiscalYear. i For the
20142015 fiscal yearthe maximum small school system dollars per student shall be two
thousand ninetyour dollars ($2,094).

SECTION 8.4.(9 Nonsupplant Requiremefdr the 20132015 Fiscal Bienium.

A county in which a local school administrative unit receives funds under this section shall use
the funds to supplement local current expense funds and shall not supplant loeat cur
expense funds. For the 202815 fiscal bienniumthe State Bard of Education shall not
allocate funds under this section to a county found to have used these funds to supplant local
per student current expense funds. The State Board of Education shall make a finding that a
county has used these funds to supplacallaurrent expense funds in the prior year, or the
year for which the most recent data are available, if all of the following criteria apply:

(1) The current expense appropriation per student of the county for the current
year is less than ninefjve percent (95%) of the average of local
expenditures per student for the three prior fiscal years.

(2)  The county cannot show (i) that it has remedied the deficiency in funding or
(i) that extraordinary circumstances caused the county to supplant local
currentexpense funds with funds allocated under this section.

The State Board of Education shall adopt rules to implement the requirements of

this subsection.

SECTION 8.4.(h) Definitions.i As used in this section, the following definitions
applyfor the 20132014 fiscal year

(1) "Average daily membersHipneans within two percent (2%) of the average
daily membership as defined in the North Carolina Public Schools Allotment
Policy Manual adopted by the State Board of Education.

(2)  "Countyadjusted property tabase per studehtmeans the total assessed
property valuation for each county, adjusted using a weighted average of the
three most recent annual sales assessment ratio studies, divided by the total
number of students in average daily membership who resithéen the

county.

(©)) "Sales assessment ratio studiemeans sales assessment ratio studies
performed by the Department of Revenue urialé&.105-289(h).

4 "Stateadjusted property tax base per studenmteans the sum of all

countyadjusted property taases divided by the total number of students in
average daily membership who reside within the State.
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5) "Weighted avdvlage of the three most recent annual sales assessment ratio
studie$ means the weighted average of the three most recent annual sales
assessment ratio studies in the most recent years for which county current
expense appropriations and adjusted property tax valuations are available. If
real property in a county has been revalued one year prior to the most recent
sales assessment ratiady, a weighted average of the two most recent sales
assessment ratios shall be used. If property has been revalued during the year
of the most recent sales assessment ratio study, the sales assessment ratio for
the yea of revaluation shall be used.

SECTION 8.4.() Reportsi For the 20132015 fiscal bienniumthe State Board of
Education shall report to the Fiscal Research Division prior to Mafyelach fiscal yeaif it
determines that counties have supplanted funds.

SECTION 8.4.(j)) Use of Fundsi Local boards of education are encouraged to use
at least twenty percent (20%) of the funds they receive pursuant to this section to improve the
academic performance of children who are performing at Level | or Il on either reading or
mathematics endf-gradetests in grades three through eight.

Local school administrative units may also utilize funds allocated under this section
to purchase services that allow for extraction of data from the Education -Addlesl
Assessment System (EVAAS).

DISADVANTAGED STUD ENT SUPPLEMENTAL FUNDING (DSSF)

SECTION 8.5.(a) Funds appropriated for disadvantaged student supplemental
funding shall be used, consistent with the policies and procedures adopted by the State Board of
Education, only to:

(1) Provide instructional posdns or instructional support positions and/or

professional development;

(2) Provide intensive wschool and/or afteschool remediation;

3) Purchase diagnostic software and prograssitoring tools; and

4) Provide funds for teacher bonuses and supplesndrhe State Board of

Education shall set a maximum percentage of the funds that may be used for
this purpose.
The State Board of Education may require local school administrative units
receiving funding under the Disadvantaged Student Supplemental Bumpdr¢hase the
Education ValueAdded Assessment System (EVAAS) in order to providéeapth analysis of
student performance and help identify strategies for improving student achievement. This data
shall be used exclusively for instructional and curricutlenisions made in the best interest of
children and for professional development for their teachers and administrators.
SECTION 8.5.(b) Funds appropriated to a local school administrative unit for
disadvantaged student supplemental funding (DSSF) sbadlllbtted based on (i) the unit's
eligible DSSF population and (ii) the difference between a tedofstudent ratio of 1:21 and
the following teacheto-student ratios:
Q) For counties with wealth greater than ninety percent (90%) of the statewide
avelge, a ratio of 1:19.9.

(2) For counties with wealth not less than eighty percent (80%) and not greater
than ninety percent (90%) of the statewide average, a ratio of 1:19.4.

3) For counties with wealth less than eighty percent (80%) of the statewide
avelge, a ratio of 1:19.1.

(4) For local school administrative units receiving DSSF funds in fiscal year
20052006, a ratio of 1:16. These local school administrative units shall
receive no less than the DSSF amount allotted in fiscal yearZIG
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For thepurpose of this subsection, wealth shall be calculated under therdaith
supplemental formula as provided for in this act.

SECTION 8.5.(c) If a local school administrative unit's wealth increases to a level
that adversely affects the unit's disadvaathgtudent supplemental funding (DSSF) allotment
ratio, the DSSF allotment for that unit shall be maintained at the prior year level for one
additional fiscal year.

BUDGET REDUCTIONS/DEPARTMENT OF PUBLIC INSTRUCTION

SECTION 8.6. Notwithstanding G.S143G6-4, the Department of Public
Instruction may, after consultation with the Office of State Budget and Management and the
Fiscal Research Division, reorganize, if necessary, to implement the budget reductions set out
in this act. Consultation shall occurigr to requesting budgetary and personnel changes
through the budget revision process. The Department shall provide a current organization chart
in the consultation process and shall report to the Joint Legislative Commission on
Governmental Operations amy reorganization.

LITIGATION RESERVE FUNDS

SECTION 8.7. The State Board of Education may expend up to five hundred
thousand dollars ($500,000) each year for the ZM3 and 20142015 fiscal years from
unexpended funds for licensed employees' saléni@ay expenses related to litigation.

UNIFORM EDUCATION REPORTING SYSTEM (UERS) FUNDS

SECTION 8.8.(a) Funds appropriated for the Uniform Education Reporting
System (UERS) shall not revert at the end of the ZTA fiscal year. Funds appropriated for
UERS for the 2012015 fiscal biennium shall not revert at the end of each fiscal year but shall
remain available until expended.

SECTION 8.8.(b) This section becomes effective June 30, 2013.

REVISE NC VIRTUAL PUBLIC SCHOOLS (NCVPS) COST CALCULATION DAT E
SECTION 8.9.(a) Section 7.22(d)(6) of S.L. 201145 is repealed.
SECTION 8.9.(b) In implementing the allotment formula for the North Carolina
Virtual Public Schools (NCVPS) program, the State Board of Education shall calculate, no later
than February & of each year, the actual instructional cost for each local school administrative
unit and charter school based upon actual NCVPS enrollment as of that date.

NC CENTER FOR THE ADVANCEMENT OF TEACHING

SECTION 8.10. It is the intent of the General Assemlib systematically review
the North Carolina Center for the Advancement of TeacfN@CAT). This review is intended
to assist the General Assembly in determining whether to continue, reduce, or eliminate
funding for the program. NCCAT shall report thdldaing information to the Fiscal Research
Division no later than February 1, 2014:

(1) A description of the prograsimission, goals, and objectives.

(2)  An examination of the progrdsngovernance structure and an assessment of
whether the existing goveasince structure adequately supports the program
mission, goals, and objectives.

3) The extent to which NCCA$ fund, agency, division, and program
objectives complement General Assembly policies in the areas of digital
learning and early grades literacy.

(4) Performance measures for determining whether the program is meeting its
mission, goals, and objectives.
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(5) Recommendations for statutory, budgetary, or administrative changes
needed to improve the efficiency and effectiveness of the program.

SCHOOL BUS REPLACEMENT
SECTION 8.11.(a) G.S.115G249 reads as rewritten:
"8 115G249. Purchase and maintenance of school buses, materials and supplies.

(8 To the extent that the funds shall be made available to it for such purpose, a local
board of educatiors authorized to purchase from time to time such additional school buses and
service vehicles or replacements for school buses and service vehicles, as may be deemed by
such board to be necessary for the safe and efficient transportation of pupils dnrdiied
schools within such local school administrative unit. Any school bus so purchased shall be
constructed and equipped as prescribed by the provisions of this Article and by the regulations
of the State Board of Education issued pursuant thereto.séimyol bus so purchased that is
capable of operating on diesel fuel shall be capable of operating on diesel fuel with a minimum
biodiesel concentration of-B0, as defined in G.34358.4. At least two percent (2%) of the
total volume of fuel purchasedmunlly by local school districts statewide for use in school bus
diesel engine motor vehicles shall be biodiesel fuel of a minimum blene26f ® the extent
that biodiesel blend is available and compatible with the technology of the vehicles or
equipmemnused.

(b)  The taxlevying authorities of any county are hereby authorized to make provision
from time to time in the capital outlay budget of the county for the purchase of such school
buses or service vehicles.

(c) Any funds appropriated from time tarte by the General Assembly for the purchase
of school buses or service vehicles shall be allocated by the State Board of Education to the
respective local boards of education in accordance with the requirements of such boards as
determined by the State Bdaof Education, and thereupon shall be paid over to the respective
local boards of education in accordance with such allocation.

(cl) In determining which school buses in the statewide fleet are to be replaced with
State funds in a given yedahe State Bard of Education shatiive highest priority to safety
concerns.

A bus is eligible for replacement with State furidsed on its age and mileaghen it is
either20 years old by model year bas been operated 860,000 milesexcept as follows

(1) A bus that has been operated lgss tharl50,000 miles is not eligible for
replacementegardless of its model year.

(2) A bus that is less than 15 years dig model yearis not eligible for
replacement untihe bushas been operated 890,000 miles

(c2) The State Board of Education maythorize the replacemeoft up to 30 buses each
year dugo safety concernsegarding the busr mechanical or structural problems thatuld
placean undue burden amlocal school administrative unit

(c3) A local stool administrativeunit shall receive an incentive yaent of two
thousand dollars ($2,00@} the beginning of each school yéar eachbusthat it continues to
operatealthough tle busis eligble for replacemenuntil the bus is 23 years old by modgdar.
Thelocal school administrative unit may use theésausfundsfor the additional mainteance
costs ofoperating buses with higher mileage or for any other school purpose.

(d)  The title to any additional or replacement school bus or service vghiothased
pursuant to the provisions of this section, shall be taken in the name of the board of education
of such local school administrative unit, and such bus shall in all respects be maintained and
operated pursuant to the provisions of this Articleahe same manner as any other public
school bus.

(e) It shall be the duty of the county board of education to provide adequate buildings
and equipment for the storage and maintenance of all school buses and service vehicles owned
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or operated by the board education of any local school administrative unit in such county. It
shall be the duty of the tdrvying authorities of such county to provide in its capital outlay
budget for the construction or acquisition of such buildings and equipment as mayibedreq
for this purpose.

() In the event of the damage or destruction of any school bus or service vehicle by
fire, collision, or otherwise, the board of education of the local school administrative unit which
shall own or operate such bus or service vehitay apply to the State Board of Education for
funds with which to replace it. If the State Board of Education finds that such bus or service
vehicle has been destroyed or damaged to the extent that it cannot be made suitable for further
use, and if theState Board of Education finds that the replacement of such bus or service
vehicle is necessary in order to enable such local school administrative unit to operate properly
its school bus transportation system, the State Board of Education shall aletloard of
education of such local school administrative unit from the funds now held by the State Board
of Education for the replacement of school buses or service vehicles, or from funds hereafter
appropriated by the General Assembly for that purposeina sufficient to purchase a new
school bus or service vehicle to be used as a replacement for such damaged or destroyed bus or
service vehicle and upon such allocation such sum shall be paid over to or for the account of
the board of education of suckcéd school administrative unit for such purpose.

(9) Repealed by Session Laws 20D87, s. 3, effective for a local school administrative
unit when the unit is certified as beingFEocurement compliant, or April 1, 2004, whichever
occurs first.

(h)  Appropriations by the General Assembly for the purchase of public school buses
shall not revert to the General Fund. Any unexpended portion of those appropriations shall at
the end of each fiscal year be transferred to a reserve account and be held, todetiey wit
other funds appropriated for the purpose, for the purchase of public school buses."

SECTION 8.11.(b) For the 20132015 fiscal biennium only, State funds shall be
used, at the request of the local school administrative unit, to replace (i) allthasase 20
years old by model year and (ii) all other buses eligible for replacement unddri6(249,
as rewritten by subsection (a) of this section.

EVAAS SCHOOL PERFORMANCE GRADES

SECTION 8.13. The State Board of Education shall not be subjecth®®
requirements of Section 7.7(c) of this act for the development of school performance scores and
grades in accordance withS.115G12(9)cl.

LEA BUDGETARY FLEXIBILITY
SECTION 8.14. G.S.115G105.25 reads as rewritten:

"§ 115G105.25. Budget flexibity.

€) Consistent with improving student performance, a local board shall provide
maximum flexibility to schools in the use of funds to enable the schools to accomplish their
goals.

(b) Subject to the following limitations, local boards of education treaysfer and may
approve transfers of funds between funding allotment categories:

(&R} M—aeeerdanee—wmh—a—seheel—mprevemem—plan—ageepted—under
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(1a)

teachers.
Funds for children with disabilities, career and technical education, and other

(5a)

(5b)

purposes may be transferred only psrmitted by federal law and the
conditions of federal gran as provided through any rules that the State

No funds shall be transferred into the central offideninistrationallotment
category.

Positions allocated for classroom teachers may be converted to dollar
equivalents to contract for visiting international exchange teachers. These
positions shall be converted at the statewide average salary for classroom
teachers, including benefits. The converted funds shall be used only to cover
the costs associated with bringing visiting international exchange teachers to
the local school administive unit through a Statpproved visiting
international exchange teacher program and supporting the visiting exchange
teachers.

Except as provided in subdivision (5a) of thigsection, psitions allocated

(5¢)

for classroom teachers and instructiosigpport personnel may be converted
to dollar equivalent$or any purpose authorized blye policies of the ate
Board of EducationThese positions shall be converted at the salary on the
first step of thé'A" Teachers Salary Schedufeertified position allotments
shall not be transferrdd dollars to hire the same type of position.

Funds allocated for school building administratinay be convertetbr any

purposeauthorized bythe policies of the State Board of Educatidior
funds related to jmmcipal positions, the salary transferred shall be based on
the first step of the Principal Ill Salary Schedule. For funds related to
assistant principal months of employment, the salary transferred shall be
based on the first step of the Assistant Priaicialary ScheduleCertified
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position allotmentshall not be transferregd dollars to hire the same type of

position.
1))
S2)
o)
9

safety-programs.
(10) Funds to carry out the elements of the Excellent Public Schoolth&icire

contained in Section 7A4f S.L. 2012142 shall not be transferred.

(c) To ensurethat parentseducatorsand the general public are informed on how State
funds have beerused to addredscal educationabpriorities, eachlocal school administrative
unit shall publishthe following information orits Web site byOctober 150f each year

(1) A description of each program report codeitten in plain Englishand a
summary of the prior fiscal yearexpenditure of State fundgthin each
program report code.

(2) A description of each object codéthin a program report codevritten in
plain English and asummary of the prior fiscal yearexpenditure of State
fundsfor eachobject code.

(3) A descriptionof each allotment transfer thaincreasd or decreasg the
initial allotmentamountby more tharfive percent $%) and the ducational
priorities thatnecessitatethe transfef.

RESIDENTIAL SCHOOLS

SECTION 8.15.(a) The Department of Public Instruction shall not transfer any
schootbased personnel from the State's residential schools to central office administrative
positions

SECTION 8.15.(b) Notwithstanding G.S146-30 or any other provision of law, the
Department of Public Instruction shall retain all proceeds generated from the rental of building
space on the residential school campuses. The Department of Public lostalall use all
receipts generated from these leases to staff and operate the North Carolina School for the
Deaf, the Eastern North Carolina School for the Deaf, and the Governor Morehead School.
These receipts shall not be used to support administfatieéons within the Department.

EXCELLENT PUBLIC SCHOOLS ACT/SUMMER READING CAMPS

SECTION 8.16. Funds appropriated for the 262815 fiscal biennium for summer
reading camps as defined in G135G83.3(9) shall not revert at the end of each fiscal pear
shall remain available until expended.

PARTICIPATION IN COMMUNITIES IN SCHOOLS LEARNING INITIATIVE
SECTION 8.17.(a) The purpose of the Harvard University Reads for Summer
Learning Initiative, which is conducted in concert with Communities In SchaiolNorth
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Carolina, Inc. (CISNC), is to help-ask children in grades two through four read at grade level

by the fourth grade and to maintain their reading competency. Students who are enrolled in this
initiative shall be exempt from mandatory retentiequirements set out in G.815G83.7 and
G.S.115G238.29F. Any student participating in this initiative and in need of more intensive
intervention shall, however, be placed in a summer reading program as determined by the local
school administrative utnand as approved by the child's parent or guardian.

SECTION 8.17.(b) CISNC shall report to the Joint Legislative Education
Oversight Committee on the initiative by November 1, 2015. This report shall include reading
competency outcome data for all paigiating students.

SECTION 8.17.(c) Subsection (a) of this section expires at the end of the
20142015 school year.

INSTRUCTIONAL IMPROVEMENT SYSTEM

SECTION 8.18.(a) It is the intent of the General Assembly that the optional
portions of the Home Base dinuctional Improvement System (System) shall be
receiptsupported. The State Board of Education shall establish a cost not to exceed four dollars
($4.00) per average daily membership for local school administrative units and charter schools
that elect toparticipate in the optional portions of the System. A local school administrative
unit or charter school may identify budget reductions to State Public School Fund allotments to
cover the required payment.

SECTION 8.18.(b) If funds collected pursuant talssection (a) of this section are
not sufficient to cover the cost of the optional portions of the System, the State Board of
Education may use funds appropriated to the Department of Public Instruction or State Aid for
Public Schools for this purpose.

SECTION 8.18.(c) If funds collected pursuant to subsection (a) of this section
exceed the cost of the optional portions of the System, such funds shall not revert and shall be
used to reduce the pstudent cost in the subsequent fiscal years.

SECTION 8.18.@d) This section becomes effective July 1, 2014.

STUDY OF GPA CALCULATIONS

SECTION 8.19. The Joint Legislative Education Oversight Committee shall study
the State Board of Education's policy on calculating the weighted grade point average and class
rank on high school transcripts, especially the proper weights for courses taken through
community colleges, independent colleges, and universities. The Committee shall report the
results of its study to the General Assembly prior to the convening of tdeR&@ilar Session
of the2013General Assembly.

REGIONAL SCHOOL BOARDS

SECTION 8.20. G.S.115G238.63(a) reads as rewritten:

"(@) Appointment.i A board of directors for a regional school shall consist of the
following members. Appointed members of the lboaf directors shall be selected for their
interest in and commitment to the importance of public education to regional economic
development and to the purposes of the regional school.

Q) Local boards of educatiori. Each participating unit shall appoimine
member to the board of directors from among the membership of the local
board of education. Members appointed by local boards of education shall
serve terms of four years.

(2) Local superintendentsi The local superintendent of the local school
adminstrative unit identified as the finance agent for the regional school
shall serve as an ex officio member of the board of directors. One additional
superintendent shall be selected from among the superintendents of the
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3)

(4)

(5)

participating units by those supeentlents. The additional superintendent
shall serve an initial term of two years. Subsequent appointees shall serve a
term of four years.

&WM@WWUSlnesscommunltv | The Ecenomic

board of directors fothe chamber of commeroef the count/ in which the

regional school ideeatedlocated,in consultation with the North Carolina
Economic Developers Associatioshall appointat leastthree members as
representative of the business communitit least fifty percent (50%) of

the members of the board of directds the regional schooshall be
representatives of the business commuagggointed in accordance with this
subdivision At least one of the appointees dhz a resident of the county

in which the regional school is located. The appointees shall serve an initial
term of two years. Subsequent appointees shall serve a term of four years.
Parent Advisory Councili The Parent Advisory Council establisheg b
G.S.115G238.69 shall appoint a member to the board of directors from
among the Council membership. The member appointed by the Council shall
serve a term of four years or until the child of the parent no longer attends
the regional school.

Higher education partners. Any institution of higher education partner may
appoint a representative of the institution of higher education to serve as an
ex officio member of the board of directors."

TEACH FOR AMERICA EXPANSION AND NC TEACHER CORPS

SECTION 8.21(a) Teach for America, Inc. (TFA), shall use a portion of the funds
available to it for the 2022015 fiscal biennium to recruit, train, support, and retain teachers to
work in the North Carolina public schools. TFA shall leverage State funds to raisersd
funding to achieve the purposes set out in this section and shall expand its current programs and
initiate new programs as follows:

(1)

(2)
3)

(4)

TFA shall establish a program in the Piedmont Triad region (the area within

and surrounding the three majoriest of Greensboro, WinsteBalem, and

High Point) and expand its current program in the southeast region of the

State. TFA shall establish the following goals for the number of teacher

candidates accepted to these programs:

a. In the Piedmont Triad regiorgt least 50 candidates who will be
recruited in the 2012014 school year to begin teaching in the
20142015 school year.

b. In the southeast region of the State, at least 50 candidates to begin
teaching in the 2023014 school year.
C. Combined for theautheast and northeast regions of the State, a total

of at least 175 candidates beginning with the 20084 school year.
TFA shall develop and establish a new program, Teach Back Home, to
increase the recruitment of candidates who are residents if Glarolina.
TFA shall develop and establish two new programs, Teach Beyond Two and
Make it Home, to increase the number of candidates who remain working in
North Carolina public schools beyond their initial tywear TFA
commitment by developing innotree strategies to work with both TFA
participants and local school administrators and board of education members
to extend the service commitment of TFA participants.
TFA shall increase targeted recruitment efforts of candidates who are (i)
working inareas related to STEM education, (ii) ra@reer level and lateral
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entry industry professionals, and (iii) veterans of the United States Armed
Forces.

SECTION 8.21.(b) By March 1, 2014, and by January 1, 2015, and annually
thereafter, TFA shall report tthe Joint Legislative Education Oversight Committee on the
operation of its programs under subsection (a) of this section, including at least all of the
following information:

(1) The total number of applications received nationally from candidates

seekimg participation in the program.

(2)  The total number of applications received from candidates who are residents
of North Carolina and information on the source of these candidates,
including the number of (i) recent college graduates and the higher
institution the candidates attended, (ii) nudreer level and lateral entry
industry professionals, and (iii) veterans of the United States Armed Forces.

(3)  The total number of North Carolina candidates accepted by TFA.

(4)  The total number of accepted candetaplaced in North Carolina, including
the number of accepted candidates who are residents of North Carolina.

(5)  The regions in which accepted candidates have been placed, the number of
candidates in each region, and the number of students impacted by
placement in those regions.

(6) Success of recruitment efforts, including the Teach Back Home program and
targeting of candidates who are (i) working in areas related to STEM
education, (ii) migcareer level and lateral entry industry professionals, and
(iii) veterans of the United States Armed Forces.

(7) Success of retention efforts, including the Teach Beyond Two and Make it
Home programs, and the percentage of accepted candidates working in their
placement communities beyond the initial TFA ty@ar commitnent period
and the number of years those candidates teach beyond the initial
commitment.

(8) A financial accounting of how the State funds appropriated to TFA were
expended in the previous year, including at least the following information:

a. Funds expetted by region of the State.

b. Details on program costs, including at least the following:
1. Recruitment, candidate selection, and placement.
2. Preservice training and preparation costs.
3. Operational and administrative costs, including development

and fundraising, alumni support, management costs, and
marketing and outreach.
C. Funds received through private fundraising, specifically by sources
in each region of the State.

SECTION 8.21.(c) Effective July 1, 2014, G.S. 115296.7 is amended by adding
anew subsection to read:

"(h) The State Board of Educatias authorized to contraébr the administration of the
NC Teacher Corps.

SECTION 8.21.(cl) The State Board of Education shall enter into a contract,
effective July 1, 2014, with Teach for Americlnc., (TFA) to administer provisions of
G.S.115G296.7. The contract shall require that TFA make publicly available all documents
related to the execution of this program and the expenditure of State funds.

SECTION 8.21.(d) Beginning with the 2012015 fiscal year, TFA shall use a
portion of the funds available to it to administer the NC Teacher Corps program in accordance
with subsection (cl) of this section. TFA may also use a portion of the funds available to it for
the 20132014 fiscal year to recitua cohort of NC Teacher Corps members for the 20015
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school year. TFA shall include information regarding the operation of the NC Teacher Corps in
its annual report to the Joint Legislative Education Oversight Committee by January 1, 2015,
and annuall thereafter, as required under subsection (b) of this section.

SECTION 8.21.(e) TFA shall submit quarterly updates on the information
contained in the annual report required by this section to the offices of the President Pro
Tempore of the Senate ancetBpeaker of the House of Representatives, the Chairs of the
Senate Appropriations/Base Budget Committee, the House Appropriations Committee, the
Senate Appropriations Committee on Education/Higher Education, the House Appropriations
Subcommittee on Edugah, and the Fiscal Research Division.

SECTION 8.21.(f) The State Board of Education shall provide ongoing support
through coaching, mentoring, and continued professional development to NC Teacher Corps
members who were placed in North Carolina public osth in accordance with
G.S.115G296.7 for the 201-2013 and 201-2014 school years.

PHASE OUT CERTAIN TEACHER SALARY SUPPLEMENTS

SECTION 8.22. Notwithstanding Section 35.11 of this act, no teachers or
instructional support personnel, except for cestifischool nurses and instructional support
personnel in positions for which a master's degree is required for licensure, shall be paid on the
"M" salary schedule or receive a salary supplement for academic preparation atyear six
degree level or at thdoctoral degree level for the 262015 school year, unless they were
paid on that salary schedule or received that salary supplement prior to th20A®14chool
year.

PUBLIC -PRIVATE PARTNERSHIPS FOR THE READ TO ACHIEVE PROGRAM

SECTION 8.23. Local sclvol administrative units shall consider the utilization of
public-private partnerships in implementing the requirements of the North Carolina Read to
Achieve Program. The Department of Public Instruction may recommend nonprofit
organizations with expertis@ literacy training in lowperforming schools and the ability to
leverage private resources to partner with the local school administrative units in implementing
the program.

INVESTING IN INNOVATION GRANT

SECTION 8.25.(a) Section 7.17 of S.L. 201242is repealed.

SECTION 8.25.(b) The federal Investing in Innovation Fund Grant: Validating
Early College Strategies for Traditional Comprehensive High Schools awarded to the North
Carolina New Schools Project for 202217 requires students to enroll inaamunity college
course in the tenth grade. Notwithstanding any other provision of law, specified local school
administrative units may offer one community college course to participating sophomore (tenth
grade) students. Participating local school adrriaive units are Alleghany, Beaufort,
Hertford, Jones, Madison, Richmond, Rutherford, Surry, Warren, Wilkes, and Yancey County
Schools.

SECTION 8.25.(c) Grant funds shall be used to pay for all costs incurred by the
local school administrative units atigte community college partners to implement the grant,
including community college FTE. Community colleges shall not earn budget FTE for student
course enroliments supported with this grant.

SECTION 8.25.(d) Research for the project shall address thectffef early
college strategies in preparing students for college completion. The North Carolina New
Schools Project shall report on the implementation of the grant to the State Board of Education,
State Board of Community Colleges, Office of the Goverraorgd the Joint Legislative
Education Oversight Committee no later than March 15, 2014, and annually thereafter until the
end of the grant period.
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BROADEN SUCCESSFUL PARTICIPATION IN ADVANCED COURSES
SECTION 8.27.(a) G.S.115G12(9)cl. reads as rewritten:

"cl. To issue an annudlreport card for the State and for each local
school administrative unit, assessing each'sieifforts to improve
student performance based on the growth in performance of the
students in each school and taking into account pssgover the
previous yeardevel of performance and the Statperformance in
comparison with other states. This assessment shall take into account
factors that have been shown to affect student performance and that
the State Board considers relevantassess the Stédeefforts to
improve student performance. As a part of the antwagdort card
for each local school administrative unit, the State Board shall award
an overall numerical school performance score on a scale of zero to
100 and a correspdimg letter grade of A, B, C, D, or F earned by
each school within the local school administrative unit. The school
performance score and grade shall reflect student performance on
annual subjeespecific assessments, college and workplace readiness
measues, and graduation rates. For schools serving students in any
grade from kindergarten to eighth grade, separate performance scores
and grades shall also be awarded based on the school performance in
reading and mathematics respectively. The antneglortcard' for
schools serving students in third grade also shall include the number
and percentage of third grade students who (i) take and pass the
alternative assessment of reading comprehension; (ii) were retained
in third grade for not demonstrating reagliproficiency as indicated
in G.S.115G83.7(a); and (i) were exempt from mandatory third
grade retention by category of exemption as listed in
G.S.115G83.7(b). The annual"report card for high schoolsshall
also include measures ofAdvanced Placemerdourse participation
and International Baccalaureaf@ploma Programmeparticipation
and Advanced Placementand International Baccalaureate
examination participation amgerformance

SECTION 8.27.(b) Article 8 of Chapter 115C of the General Statuteanended
by adding a new section to read:
"8 115G834A. Advancedcourses.

(a) It is the intent of the State #nhanceaccessibilityand encouragstudents to enroll
in_and successfully complete more rigoroaslvanced courses to enable success in
postsecodary education for all studentsor the puposes of this section, an advanced course is
an Advanced Placemeant InternationalBaccalaureat®iploma Programmecourse.To attain
this goal,to the extent funds are made available for this purpsgdentsenrolled in public
schools shall be exempt from paying any fees for administratierashinatios for advanced
coursesand registration fee®r advanced coursés which the student is enrollegdgardless of
thescorethe student achieves amexaminatbn.

(b)  Eligible secondary students shall be encouraged to enralfhiancedcoursesto
expose them to more rigorous coursework while still in secondary school. Successfully
completingadvancedcourses will increase the quality and level of studepresaration for
postsecondary career paths and their pursuit of higher education.

© The results of student diagnost&sts administered pursuant ®S.115G174.18
and G.S.115G174.22, such as the PreliminaBAT/National Merit Scholarship Qualifying
Test (PSAT/NMSQT) and ACT,shall be used to identify students who are prepared or who
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needadditional work to be prepared to enroll and be successful in advanced courses. Students
may also be identified for potential enroliment in advanced courses basedeorcritdria
established by schools to increase access to those courses for their students.

(d) Local boards of education shall providg@ormation to students and parents on
available opportunitieand the enrollment procefsr students to takadvancedcourses The
information shall explaithe value ofadvancedourses irpreparingstudents for postsecondary
level coursework, enabling students to gain access to postsecooploytunities and
qualifying for scholarships and oth&nancialaid opporturties.

(e) Local boards of education shall ensure thtigh schoolstudentshave access to
advancedcourses inanguage artsmathematics, science, asdcial studies. Such access may
be provided through enrollment in courses offered thraarghpprovedoy the North Carolina
Virtual Public School.

) The State Board of Educati@mall seeka partner such as the College Boari
form the MNorth Carolina Advanced Placement Partnership hereinafter referred to as
Partnership,to _assist inimproving colle@ readiness of secondary students and to assist
secondary school® ensure that students have access to-tugtity, rigorous academics with
a focus on access AdvancedPlacementourses

In order to implement its responsibilities under this sectlmmpartner selected by the State
Board of Educatioshallprovide staff talo the following

1) Provide professionaldevelopmentin the form of support and trainintm
enable teachers ofdvancedPlacementcourses to have the necessary
contentknowledge instructional skills and material$o preparestudents for
successn AdvancedPlacementcourses and examinations and mastery of
postsecondary course content.

(2) Provide administrators, including principals and counselors, with
professional developmertidt will enable them to create@tg and effective
AdvancedPlacement coursds their schools.

3) Provide teachers of students in grades seven thrbAghith preadvanced
course professional development and materials that pregéudentsfor
success idvancedPlacementourses

(4) Provide consulting expertise and technical assistance to support
implementation.

(5) Prioritize assistance to schools designated asplenorming by the State

Board of Educatiomnd provide fofrequentvisits to the schods targeted by
the Partnership
(@) The Partnership shall report annually to the Department of Public Instruction on the
Partneship's implementation of iteesponsibilitiesinder subsection (f) of this section.
(h) Beginning October 1, 2014hé¢ State Boa of Education shall report annualiy
the Joint Legislative Education Oversight Committee on advanced courses in North Carolina.
The report shall include, at a minimum, the following information:

(1) The North Carolina Advanced Placement Partnelshipport to the
Department of Public Instructicas required by subsection (g) of this section
and the State Boarlassessment of that report.

(2) Number of students enrolled in advanced courses and participating in
advanced course examinations, includingmdgraphic information by
gender, race, and free and redupedelunch status.

(3) Student performance on advanced course examinations, including
information by course, local school administrative unit, and school.

(4) Number of students participating19th grade PSAT/NMSQT testing.

(5) Number of teachers attending summer institutes offered by the North
Carolina Advanced Placement Partnership.
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(6) Distribution of funding appropriated for advanced course testing dads

professional development by loshool administrative unit and school.

(7)  Status and efforts of the North Carolina Advanced Placement Partnership.

(8)  Other trends in advanced courses and examindtions.

SECTION 8.27.(c) G.S.115G174.18 reads as rewritten:

"§ 115G174.18. Opportunity to take Preliminary-Scholastic-Aptitude—TFestPreliminary

SAT/National Merit Scholarship Qualifying Test (PSAT/NMSQT).

Every student in the eighth through tenth grades who has completed Algebra | or who is in
the last month of Algebra | shall be given arpoytunity to take a version dhePreliminary
Scholastic—-Aptitude—TFest (PSATQither the Preliminary SAT/National MeritScholarship
Qualifying Test (PSAT/NMSQT)or the ACT at the discretion of the local school
administrative unitone time atState-expeseno cost to the studenthe maximum amount of
State fundsisedfor this purpose shall be the cost of the PSAT/NMSQT.

SECTION 8.27.(d) Of the funds appropriated to the Department of Public
Instruction to implement the requirements of this sectionptéiion eight hundred thirtyone
thousand one hundred eigHtyr dollars ($10,831,184) for the 202015 fiscal year shall be
used to fund fees for testing in advanced courses and one million five hundred thousand dollars
($1,500,000) for each fiscal yeahall be used by the North Carolina Advanced Placement
Partnership to carry out its responsibilities as set forth in this section. Funding appropriated for
professional development may be used by the State Board of Education to contract with an
independenevaluator to assess the implementation and impact of advanced course programs in
North Carolina. For the purposed this section, the terniadvanced coursésmeans an
Advanced Placement or International Baccalaureate Diploma Programme course.

SECTION 8.27.(e) Beginning with the 2012015 school year, the State Board of
Education shall use funds allocated in subsection (d) of this section to do all of the following:

(1) Provide funds to local school administrative units to pay testing fees for

advanced aurses for all students.

(2) Provide funds to the North Carolina Advanced Placement Partnership for

professional development for teachers of Advanced Placement courses.

SECTION 8.27.(f) Except as otherwise provided in this section, this section
applies bginning with the 2012014 school year.

INCREASE SUCCESSFUL CAREER AND TECHNICAL EDUCATION (CTE)

PARTICIPATION

SECTION 8.28.(a) G.S.115G12 is amended by adding a new subdivision to read:
"(41) To Establish Career and Technical Education IncentivG$he State Board
of Education shall establish, implement, and determine the impaat of
career _and technical education incentive program provided under
G.S.115G156.2"
SECTION 8.28.(b) Article 10 of Chapter 115C of the General Statutes is amended
by adling a new section to read:
"8 115CG156.2. Industry certifications and credentials program.

(a) It is the intent of the State to encourage students to enroll in and successfully
complete rigorous coursewodnd credentialing processscareer and techeal educatiorio
enable success in the workplade. attain this goal, to the extent funds are made available for
this purpose,students shall be supported to eapproved industry certifications and
credentials

Q) Students enrolled in public schoolsdam career and technical education
coursesshall be exempt from paying any fees fume administration of
examinations leading tomdustry certifications and credentigbsirsuant to
rulesadopted by the State Board of Education.
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©)

Each school yeagt sich time as agreed to by the Depamitred Commerce

and the State Board of Education, tBepartmentof Commerce shall
provide the State Board of Education with a list of those occupations in high
need of additional skilled employees. If the occupatioestifled in such

list are notsubstantiallthe same as those occupations identified in the list
from the prior year, reasonable notice of such changes shall be provided to
local school administrative units.

Local school administrative units shall catiswith their local industries,
employers, and workforce development boards to identifyusirg
certification and credentialthat the local school administrative unit may
offer to best meet State and local workforce needs.

(b) Beginning in 2014, the S&Board of Education shall report to the Joint Legislative

Education Oversight Committee by September 1 of each year on the number of students in

career and technical education courses who earned (i) community college credit and (ii) related

industry ceiifications and credentials.

SECTION 8.28.(c) This section applies beginning with the 2€ARL4 school year.

OPPORTUNITY SCHOLARSHIPS
SECTION 8.29.(a) Article 39 of Chapter 115C of the General Statutes is amended
by adding a new Part to read:

"Part 2A.ScholarshigGrants

"8 115G562.1. Definitions.

The following definitions apply in this Part

&N}
&)

(3)
4
(5)

(6)

Authority. i The State Education Assistance Authority

Eligible students.i A student who has not yet received a high school

diploma and who meets all tife following requirements:

a Meetsone of the followinceriteria

1. Was afull-time studentassigned tcand attendincp public
school pursuant to G.S.115G366 during the previous

semester.

Received a scholarshggantduring the previous school yea

Is enteringeitherkindergarten or the first grade.

Is a child in foster caras defined inG.S.131D-10.2(9)

Is a child whose adoption decree was entered not more than

one year prior to submission of the scholarslgmnt

application.

|97 | oo |

b. Resdes in ahousehold with an income level not in excesooé
hundred thirtythree percent {33%) of theamount required for the
student to qualify for the federal free or reduepdce lunch
program

Division. i The Division of Nonpublic Education, Depgment of

Administration.

Local school administrative unifi. A local school administrative unit,
charter school, or regional school.

Nonpublic schooli A school that meets the requirements of Part Raot2

of this Articleasidentifiedby theDivision.

Scholarshipgrants i Grantsawarded annually by the Authority to eligible
students.

"§ 115CG562.2. Scholarship grants.

(a) The Authority shall make availabie later tharFebruaryl annuallyapplicationgo

eligible students for the awardf scholarshipgrants to attend any nonpublic school

S402PCCS85274 Ex-4 Senate Bill 402 Pager3



OCoO~NOOUIDA WNPE

General Assembly Of North Carolina Session 2013

Information about scholarship grants and the application process shall be made available on the
Authority's Web site. Beginning March 1, the Authority shall begin awardinscholarship
grants accordintp the following criteria:

1) First priority shall be giverto eligible students who receivedsaholarship

grant during the previous school yed#rthose students have applied by

March 1

(2)  After scholarship grants have been awarded to prior recimsmgvided in
subdivision (1) of this subsectiorscholarships shall be awarded with
remaining funds as follows:

a. At leastfifty percent (50%) ofthe remainingfundsshall be used to
award scharship grants to eligible studemssidingin household
with an incomelevel not in excesef the amount required for the
student to qualify for the federal free or redugeme lunch
program

b. No more tharthirty-five percent 85%) of theremainingfunds shall
be used to award scholarship grantsetigible students entering
eitherkindergarteror first grade

C. Any remaining funds shall be used to awatbdarshipgrantsto all
othereligible students.

(b)  Scholarship grants awarded to eligible studemetsiding in _households with an
income level not inxxess of the amount required for the student to qualify for the federal free
or_reduceebrice lunch progranshall be for amounts afip to four thousand two hundred
dollars ($4,200) peryear._ Scholarship grants awarded to eligible studentsesiding in
housdolds with an income levéh excess of the amount required for the student to qualify for
the federal free or reducgutice lunch progranshall be for amounts of not more thamety
percent (90%) of theequired tuitionand feedor the nonpublic schodhe eligible child will
attend. Tuition and fees for a nonpublic school may includdion and feesfor books,
transportation, equipment, or other items required by the nonpublic sémdacholarship
grant shalkexceedour thousandwo hundred dollar§$4,200) per yeaper eligible studenand
no _scholarship grant shall exceed the required tuition and fees for the nonpublic school the
eligible studentwill attend

© The Authority shall prmit an eligible student receiving a scholargirigntto enrol
in a different nonpublic school and remain eligible. An eligible student receiving a scholarship
grantwho transfers to another nonpublic school during the year may be eligible to receive a pro
rata share of any unexpended portion of the scholamgtsig for tuition and fees at the
nonpublic school to which the student transfers.

(d) The Authority shall establish rules and regulatidos the administrationand
awardng of scholarship grantand may include in those rules a lottery processédtectionof
scholarship grant recipients within the criteria established by this section
"8 115G562.3 Verification of eligibility.

(a) The Authority may seek verification of information oany application for
scholarship grantgrom eligible students The Authaity shall select and verify aandom
sample oo less thamix percent §%) of applicationsannually The Authorityshall establish
rules for the verification process anthy use thefederalverification requirementprocesdor
free and reducedrice lunch applicationsas guidancefor those rules. If a household fails to
cooperate with verification efforts, th&uthority shall revoke theaward of thescholarship
grantto theeligible student

(b) Household members of applicants for scholarship grant shahorize the
Authority to access informationeeakd for verification effortsheld byother State agencies,
including the Department of Revenuke Department of Health and Human Services, tred
Department oPublic Instruction.
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"8 115CG562.4. Identification of nonpublic schoolsand distribution of scholarship grant
information.

(a) The Division shall provide annually by Februaryl to the Authoritya list of all
nonpublic schools operating in the State that meet the requirements of Part 1 orfRars 2 o
Article. The Division shall notify the Authority of angchools included in the lighat the
Division has determined to be ineligiblgthin five business days of théetermination of
ineligibility .

(b)  The Authority shall provide information aboilite scholarship grant program the
Division, including applications andhe obligations of nonpublic schootecepting eligible
studentsreceiving scholarship grants. The Division shall ensure that information about the
scholarship grant program is prded to allqualifiednonpublic schoolsn an annual basis
"§ 115C5625. Obligations of nonpublic_schoolsaccepting eligible studentsreceiving

scholarship grants.

(@) A nonpublic schoothatacceptsligible students receivingcholarshipgrantsshall
comply with the following:

1) Provide to theAuthority documentatiorior required tuitiorand feesharged
to the student by the nonpublic school

(2) Conduct a criminal background check for the staff member with the highest
decisioamaking authority, asdefined by the bylaws articles of
incorporation,or other governing documenb ensure that person has not
been convicted of any crime listed@®S.115G332

3) Provideto the parenbr guardianof an eligible studepntwwhose tuitionand
fees argpaidin whole or in part with a scholarshgzant an annual written
explanation of the studéstprogress.ncluding the studer$ scores on
standardizedchievementests.

(4) Administer, at least once in each school year, a nationally standardized test
or other nationally standardized equivalent measurement selected by the
chief administrative officer of the nonpublic school to &lbible students
whose tuition and fees are paid in whole or in part with a scholarship grant
enrolled in grades three and highEhe nationally standardized test or other
equivalent measurement selected must measure achievement in the areas of
English grammar, reading, spellirand mathematicg.estperformance data
shall be sbmitted to the Authority by July 15 of each year Test
performance data reported to tAathority under this subdivisioms not a
public record under Chapter 132 of the General Statutes.

(5) Provide to the Authority graduation rates of the studentsceiving
scholarship grants in _a manner _consistent witlmaionally recognized
standards.

(6) Contract witha certified public accountant to perform a financial review,
consistent with _generally accepted accounting principles, for each school
year in which the schoalccepts students receivimpre tharthreehunded
thousand dollars @0,000) in scholarshigrantsawardedunder thisPart

(b) A nonpublic schoolthat accepts students receiving scholarship grants shall not
requireanyadditional feedased on the status of the student as a scholarship grantnecipie

(c) A nonpublic school enrolling more than 25 students whose tuaiohfees arpaid
in_ whole or in part with a scholarshiggrant shall report to theAuthority on the aggregate
standardized test performance of eligible studekagregate ést perfomance dataeported to
the Authority which does not contaipersonally identifiable student data shall dgublic
record under Chapter 132 of the General Statdiest performance data may be shared with
public or private institutions of higher educatiémcated in North Carolina and shall be
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provided to an independent research organization selected bgutiherity for research
purposes as permitted by the Federal Education Rights and Privacy Act, 20 U.S.C. § 1232g.

(d A nonpublic schoolacceptingstudents receivingscholarshipgrantsthat fails to
comply with the requirementsf this sectionshall beineligible to receivefuture scholarship
grantsif the Authority determines that the nonpublic school is not in compliance with the
requirements of this séon. The nonpublic school shall notify the parent or guardian of any
enrolled student receiving a scholarshantthat the nonpublic school is no longer eligible to
receive future scholarshigrants A nonpublic school may appeal for reconsideratamfn
eligibility after one year.

"8 115G5626. Scholarship endorsement.

The Authority shall remit at least two times each school yesgholarshipgrant funds
awarded to eligible students the nonpublic school for endorsement diyleast one ofhe
studen's parens or guardias. The parent or guardian shadistrictively emlorsethe scholarship
grantfundsawarded to the eligible studetatthe nonpublic school for deposit into the account
of the nonpublic schoolThe parent or guardian shall not designaty entity or individual
associated with theonpublic school as the parsnattorneyin-fact to endorse the scholarship
grantfundsbut shall endorse thecholarshipgrantfundsin person at the site of the nonpublic
school.A parents or guardiars falure to comply with this section shall resultforfeit of the
scholarshipgrant A scholarshipgrantforfeited for failure to complwvith this section shall be
returned to théuthority to be awarded to another student.

"8 115G5627. Authority reporting requirements.

(@) TheAuthority shallreport to the Department of Public Instruction annyaity later
than September Jthe numberand namesf students who have received scholarsirgnt for
the current school yeaand who were enrolled the pricgemesterin _a local school
administrative uniby the previously attended local school administrative uBit. September
15 of each year, the State Board of Education shall determine the amount of the reduction for
eachlocal school administrativenit by multiplying the students who have received scholarship
grants for the current school year and who were enrolled the prior semester in a local school
administrative unit by the per pupil allocation for average daily membership from the local
school administtive unit. Local school administire¢ units shall identify to the Department of
Public Instruction the reductions to State General Fund appropriations for @pport
Scholarships by October 1 of each year.

(b)  The Authority shall report annually, no ket thanMarch 1, to the Joint Legislative
Education Oversight Comittee on the following:

(1) Total number grade level, race, ethnicity, arsgx of eligible students
receivingscholarshigrants

(2)  Total anount of scholarshigrantfunding awarded

3 Number of students previously enrolled atél school administrative usit

(4)

or _charter schoolén the prior semesteiby the previously attended local
school administrative undr charter school

Nonpublic schools in _which scholarshipgrant recipients are enrolled
including numbers of scholarshgpantstudents at each nonpublic school

(5) Nonpublic schools deemed ineligititereceive scholarships.

(©) The Authority shall report annually, no later than December 1, to the Department of
Public Instrudbn and the Joint Legislative Education Oversight Committee on the following:

Q) Learning gains or losses of students receiving scholarship grants. The report
shall include learning gains of participating students on a statewide basis and
shall compare,a the extent possible, the learning gains or losses of eligible
students by nonpublic school to the statewide learning gains or losses of
public school students with similar socioeconomic backgrounds, using
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aggregate standardized test performance datddewvo the Authority by
nonpublic schools and by the Department of Public Instruction.

(2) Competitive effects on public school performance on standardized tests as a
result of the scholarship grant program. The report shall analyze the impact
of the avdability of scholarship grants on public school performance on
standardized tests by local school administrativesdaithe extent possible,
and shall provide comparisons of the impact by geographic region and
between rural and urban local school adntiats/e units.

This report shall be conducted by an independent research organization to be selected by
the Authority, which may be a public or private entity or university. The independent research
organization shall report to the Authority on the resafté#ts research. The Joint Legislative
Education Oversight Committee shall review reports from the Authority and shall make
ongoing recommendations to the General Assembly as needed regarding improving
administration and accountability for nonpublic sdso@ccepting students receiving
scholarship grants.

SECTION 8.29.(b) G.S.110-86(2) reads as rewritten:

"(2) Child care.i A program or arrangement where three or more children less
than 13 years old, who do not reside where the care is provided, reasve
on a regular basis of at least once per week for more than four hours but less
than 24 hours per day from persons other than their guardians -timil|
custodians, or from persons not related to them by birth, marriage, or
adoption. Child care doemt include the following:

e
f. Nonpublic schools described in Part 2 of Article 39 of Chapter 115C
of the General Statutes that are accreditechdyonal or regional
accrediting agencies with early childhood standates-Seuthern
iati nd that operate a child care
facility as defined in subdivision (3) of this section for less than six
and onehalf hours per day either on or off the school site;

6
SECTION 8.29.(c) G.S.115G555 reads as rewritten:
"8§ 115G555. Qualification of nonpublic schools.
The provisions of this Part shall apply to any nonpublic school which has one or more of
the following characteristics:
(2) It is accredited by the State Board of Education.
(2) It is accredited bythe—Seouthern-Association—of {lages—and—Schoobs.
national or regional accrediting agency.
3) It is an active member of the North Carolina Association of Independent
Schools.
(4) It receives no funding from the State of North Carolifar. the purposes of
this Article, scholarship mant fundsawarded pursuant to Part 2A of this
Article to eligible students attending a nonpublic schebhll not be
considered funding from the State of North Carofina.
SECTION 8.29.(d) G.S.116-:204 reads as rewritten:
"8 116204. Powers of Authority.
The Authority is hereby authorized and empowered:
e
(11) To administerthe awarding of scholarship grantdo students attending
nonpublic schools as provided Hart2A of Article 39 of Chapter 115 of
the General Statutés.
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SECTION 8.29.(e) Notwithstanahg the awards criteria i6.S.115G562.2(a)(1)
and (2), as enacted by this section, and the definition of eligible studer.ih15G562.1(2),
as enacted by this section, for the 2@DA45 school year, to be eligible to receive a scholarship
grant, astudent shall meet both of the following criteria:

(2) Reside in a household with an income level not in excess of the amount
required for the student to qualify for the federal free or redpciee lunch
program.

(2) Be a fulttime student who has nottyeceived a high school diploma and is
assigned to and attending a public school pursua@t$0115G366 during
the 2014 spring semester.

The Authority shall establish temporary rules and regulations for the administration
and awarding of scholarshipagts in 2014015, which may include a process for awarding
grants using a random lottery system.

SECTION 8.29.(f) The Authority may retain up to four hundred thousand dollars
($400,000) annually for administrative costs associated with the scholarahtgpgygram.

SECTION 8.29.(g) The Authority shall select an independent research
organization, as required y.S.115G562.7, as enacted by this section, beginning with the
20172018 school year. The first learning gains report require@.8y115G5627, as enacted
by this section, shall not be due until December 1, 2018. The first financial review for a
nonpublic school that accepts scholarship grant funds, as requie®i15G562.5(a)(6), as
enacted by this section, shall not be required urgiP®i152016 school year.

SECTION 8.29.(h) This section applies beginning with the 2€201.5 school year.

In accordance withG.S.115G562.2, as enacted by this section, the Authority shall make
applications available for the 202915 school year no laténan February 1, 2014, and shall
begin awarding grants no later than March 1, 2014. Information about scholarship grants and
the application process shall be made available on the AutBdfisb site. In accordance with
G.S.115G562.4, as enacted by shsection, the Division of Nonpublic Education, Department

of Administration, shall make available to the Authority a list of all nonpublic schools
operating in the State that meet the requirements of Part 1 or Part 2 of Article 39 of Chapter
115C of the @neral Statutes no later than February 1, 2014.

REPEAL REQUIREMENT THAT SCHOOLS PROVIDE READING WORKSHOPS
FOR PARENTS OF STUDENTS WHO HAVE BEEN RETAINED
SECTION 8.30. G.S.115G83.8(d) is repealed.

TASK FORCE TO STUDY TEACHER AND SCHOOL ADMINISTRATOR
EFFECTIVENESS AND COMPENSATION
SECTION 8.31.(a) Establishmenti The North Carolina Educator Effectiveness
and Compensation Task Force is established.
SECTION 8.31.(b) Membership.i The Task Force shall be composed of 18
members as follows:
Q) Nine membes appointed by the Speaker of the House of Representatives as

follows:

a. Four persons who are members of the House of Representatives at
the time of appointment, at least two of whom represent the minority
party.

b. A representative of the Department afofic Instruction.

C. A classroom teacher, as recommended by the North Carolina
Association of Educators.

d. A school principal, as recommended by the North Carolina

Association of School Administrators.
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(2)

e. A representative of a North Carolina institutiohhigher education
that offers a teacher education program and a nmstiegree
program in education or school administration.
f. A representative from the Professional Educators of North Carolina.
Nine members appointed by the President Pro Tempbtbe Senate as
follows:
a. Four persons who are members of the Senate at the time of
appointment, at least two of whom represent the minority party.

b. A parent of a public school student.

C. Two classroom teachers.

d. A school system superintendent aibpc school principal.
e. A local school board member.

The Task Force shall have two cochairs, one designated by the President Pro

Tempore of the

Senate and one designated by the Speaker of the House of Representatives

from among their appointees. The KaBorce shall meet upon the call of the cochairs.

Vacancies shall

be filled by the appointing authority. A quorum of the Task Force shall be a

majority of the members.

SECTI

ON 8.31.(c) Duties.i The Task Force shall make recommendations on

whether to crei@ a statewide model of incentives to encourage the recruitment and retention of
highly effective educators and to consider the transition to an alternative compensation system
for educators. In developing recommendations, the Task Force shall consigastathe

following factors:

(1)
(2)
3)
(4)

(5)
(6)
(7)

(8)
9)

Alternatives to or simplification of the current teacher and school principal

salary schedules, including the need'foold harmlesSoptions or a choice

in compensation structure to avoid reduction in pay for currentg¢ehsc

Incorporating the feedback of educators in order to maximizerbuy

The integration of schodével performance measures in an alternative

compensation system.

Whether local school administrative units may create their own customized

alternative compensation systems in lieu of or in addition to a statewide

system, including necessary parameters such as funding flexibility and
guidelines for local boards of education.

The use of incentive pay to recruit and retain educators to tedthrd to

staff areas.

The recognition of educator responsibilities and leadership roles such as

mentoring of beginning teachers and instructional coaching.

Methods for identifying effective teaching and its relationship to an

alternative compensgan system, including:

a. The correlation of student outcomes with effective teaching.

b. The use of multiple teacher evaluation measures and feedback
methods to recognize effective teaching such as classroom
observations, student surveys, video trainirgg teachers, and
standard measures of student achievement.

C. The use of multiple teacher observations, including at least one
observer from outside of the teackeschool.

d. The correlation to annual student growth and performance data,
evaluations, eéictiveness levels, and a thigsar average of student
growth.

Barriers to the implementation of alternative compensation systems.
Educator compensation reform in other states and North Carolina pilot
programs currently utilizing alternative comgation.
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(10) Effective strategies for retaining effective teachers.

SECTION 8.31.(d) Compensation; Administratiofi. Members of the Task Force
shall receive subsistence and travel allowances at the rates set fGr$.120-3.1, 1385, or
1386, as apmpriate. With the prior approval of the Legislative Services Commission, the
Legislative Services Officer shall assign professional and clerical staff to assist in the work of
the Task Force. With the prior approval of the Legislative Services Commisk@,ask
Force may hold its meetings in the State Legislative Building or the Legislative Office
Building. The Task Force may also meet at various locations around the State in order to
promote greater public participation in its deliberations. The TasteFwhile in the discharge
of its official duties, may exercise all the powers provided under the provisidbssSdf20-19
and G.S.120-19.1 throughG.S.120-19.4, including the power to request all officers, agents,
agencies, and departments of the &tatprovide any information, data, or documents within
their possession, ascertainable from their records or otherwise available to them, and the power
to subpoena witnesses.

SECTION 8.31.(e) Transfer of Fundsi The Department of Public Instruction
shal transfer all funds appropriated in this act for the Task Force to Budget Code 11000 in the
General Assembly to support its operations in accordance with the requirements of this section.

SECTION 8.31.(f) Report. 7 The Task Force shall report its findsgand
recommendations to the 2014 Regular Session of the 2013 General Assembly no later than
April 15, 2014. The Task Force shall terminate on April 15, 2014, or upon the filing of its final
report, whichever occurs first.

EDUCATION AND WORKFORCE INNOVATI ON PROGRAM
SECTION 8.34.(a) Chapter 115C of the General Statutes is amended by adding a
new Article to read:
"Article 6C.
"Education and Workforce Innovation Program

"8 115G64.10. North Carolina Education and Workforce Innovation Commission

(@) There is created the North Carolina Education and Workforce Innovation
Commission (Commission) The Commission shall be located administratively in the
Department of Public Instruction but shall exercise all its prescribed powers independently of
the Departmentof Public Instruction.Of the funds appropriatefor the Education and
Workforce Innovation Program established undefG.S.115G64.11 up to two hundred
thousanddollars ($200,000) each fiscal yeamay be used by the Department of Public
Instructionto provide technical assistance aadministrativeassistance, including statf) the
Commissiorand reimbursementnd expense®r the Commission

(b)  The Commission shall consist of the following 11 members:

(1) The Secretary of Commerce.

(2) The State Supsertendent of Public Instruction.

(3) The Chair of the State Board of Education.

(4) The President of The University of North Carolina.

(5) The President of the North Carolina Community College System.

(6) Two members appointed by the Governor who haverexpze in education.

(7) Two members appointed by the General Assembly upon recommendation of
the Speaker of the House of Representatives, as providedsii20-121,
who have experience in businesses operating in North Carolina.

(8 Two members appointedby the General Assembly upon the

recommendation of the President Pro Tempore of the Senate, as provided in
G.S5.120121, who have experience in businesses operating in North
Carolina.
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(©) The Commission members shall elect a chair from the membershimeof t
Commission. The Commission shall meet at least three times annually on the call of the Chair
or as additionally provided by the Commission. A quorum is six members of the Commission.
Members may not send designees to Commission meetings nor may ey yobdxy.

(d) The Commission shall develop and administer the Education and Workforce
Innovation Programas established und€.S.115G64.11, and make awards of grants under
the Program. The Commission shall work closely with the North Carolina NewoSchn
administering the program.

(e) The Commission shall publish a report on the Education and Workforce Innovation
Program on or before April 30 of each yedhe report shall be submitted to the Joint
Legislative Education Oversight Committee, thet&taoard of Education, the State Board of
Community Colleges, and the Board of Governors of The University of North Cardhea.
report shall includat least all of the following information

(1) An accounting of how funds and personnel resources wiireditand their
impact on student achievement, retention, and employability
(2) Recommended statutory and policy changes
3) Recommendations for improvement of the program.
"8 115G64.11. The Education and Workforce Innovation Program.

(a) Program Estalishment i There is established the Education and Workforce
Innovation ProgranfProgram)}o foster innovation in education that will lead to more students
graduating career and college ready. Funds appropriated to the Program shall be used to award
compeitive grants to an individual school, a local school administrative unit, or a regional
partnership of more than one local school administrative unit to advance comprehensive,
high-quality education that equips teachers with the knowledge and skill edguirsucceed
with all students. Before receiving a grant, applicants must meet all of the following conditions:

1) Form a partnership, for the purposes of the grant, with either a public or
private university or a community college.

(2) Form a partnershi for the purposes of the grant, with regional businesses
and business leaders.

3) Demonstrate the ability to sustain innovation once grant funding ends.

(b)  Applicant Categories and Specific Requiremeits.

1) Individual schoolsi Individual public sbools must demonstrate all of the
following in their applications:
a Partnerships with business and industry to determine the skills and
competencies needed for studémtansition into growth sectors of

the regional economy.

b. Aligned pathways to empyment, including studentacquisition of

college credit or industry recognized credentials.

Development of systems, infrastructure, capacity, and culture to

enable teachers and school leaders to continuously focus on

improving individual student achiement.

(2) Local school administrative units. Local school administrative units must
demonstrate all of the following in their applications:

a. Implementation of comprehensive reform and innovation.

b. Appointment of a senior leader to manage and sus$itwnchange
process with a specific focus on providing parents with a portfolio of
meaningful options among schools.

3 Regional partnerships of two or more local school administrative units.

Partnerships of two or more local school administrative umnitigst

demonstrate all of the following in their applications:
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a Implementation of resources of partnered local school administrative
units in creating a tailored workforce development system for the
regional economy anfbsteringinnovation in each of thpartnered
local school administrative units.

b. Promotion of the development of knowledge and skills in _career
clusters of critical importance to the region.

(o Benefits of the shared strengths of local businesses and higher
education.

d. Usage of technoly to deliver instruction over large geographic
regions and build networks with industry.

e Implementation of comprehensive reform and innovation that can be

replicated in other local school administrative units.

© Consideration of Factorim Awarding of Grants.i All applications mustinclude
information on at least tHellowing in order to be considered for a grant:

Q) Describe the aligned pathways from school to fugbwth careers in

regional economies.

(2) Leverage technology to efficiently andffextively drive teacher and
principal development, connect students and teachers to online courses and
resources, and foster virtual learning communities among faculty, higher
education partners, and business partners.

Establish a comprehensive apmido enhancing the knowledge and skills
of teachers and administrators to successfully implement the proposed
innovative program and to graduate all students ready for work and college.
Link to a proven provider of professional development servicetefwhers

and administrators capable of providing evidebased training and tools
aligned with the goals of the proposed innovative program.

Form explicit partnerships with businesses and industry, which may include
business advisory councils, imship programs, and other customized
projects aligned with relevant workforce skills.

Partner with community colleges or public or private universities to enable
communities to challenge every student to graduate with workplace
credentials or collegeredit.

Align K-12 and possecondary instruction and performance expectations to
reduce the need for college remediation courses.

Secure input from parents to foster broad ownership for school choice
options and to foster greater understanding hif heed for continued
education beyond high school.

9 Provide a description of the funds that will be used and a proposed budget

for five years.

(10) Describethe source ofmatching funds required in sséction(d) of this

section.

(11) Establish a strafyy toachievemeaningfulanalysis of program outcomes due

to thereceiptof grant fundsunderthis section.

(d) Matching Private and Local Funds.All funds appropriated by the State must be
matched by a combination of private and local funds. All grapplicants must fund
twentyfive percent (25%) of program costs through local funds. An additional tviety
percent (25%) of program costs must be raised by private funds.

(e Grants.i Any grants awarded by the Commission may be spent over ydare
period from the initial award.
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(f) Reporting Requirement$. No later than March 1 of each year, a grant recipient
shall submit to the Commission an annual report for the preceding grant year that describes the
academic progress made by the studentfhe implementation gbrogram initiatives

SECTION 8.34.(b) The North Carolina Education and Workforce Innovation
Commission (Commission), as established by G15G64.10, as enacted by this section, shall
conduct a study to determine the most efficiealy to fund dual enrollment for high school
students in college coursework. The Commission shall report the results of this study to the
Joint Legislative Education Oversight Committee by October 1, 2014.

SECTION 8.34.(c) The appointments to the Commigsias set forth in
G.S.115G64.10, as enacted by this section, shall be made by the appointing entities no later
than September 1, 2013. The Commission shall hold its first meeting no later than October 1,
2013.

SCHOOL PSYCHOLOGISTS, SCHOOL COUNSELORS, AND SCHOOL SOCIAL

WORKERS

SECTION 8.35.(a) Article 21 of Chapter 115C of the General Statutes is amended

by adding a new section to read:
"§115G3161. Duties of school counselors.

(@) School counselorsshall implement a comprehensive developmental school
counseling program in their schools. Counselors shall spend at least eighty percent (80%) of
their work time providing direct services to studentdirect services do not includthe
coordination of standardized testimjrect services shall consisf:

(1) Delivering the £hool guidancecurriculum through largegroup guidance,
interdisciplinary curriculum development, group activities, and parent
workshops

(2) Guiding individual student planning through individual or smaifoup
assistance and individuar smallgroupadvisement

3) Providing esponsiveservices through consultationith students, families
and staff individual and smalfiroup counselingerisis counselingreferrals
and peer facilitation

(4) Performing oher student services listesh the Department of Public
Instructionschool counselor job descriptidhat has been approved by the
State Board of Education

(b) During the remainder of their work time, counselors shall spend adequate time on
school counseling program support actieg that consist of professional development
consultation, collaboration, and training; and program management and oper&tbosl|
counseling program support activities do not include the coordination of standardized testing.
However, school counseloranay assistother staff with the coordination of standardized

testing”

SECTION 8.35(b) Each local board of education shall develop a transition plan
for implementing subsection (a) of this section within existing resources by reassigning duties
within its schools.

The State Board of Education shall develop and distribute guidelines to all local
school administrative units to assist with the implementation of subsection (a) of this section.

GRANTS FOR SCHOOL RESOURCE OFFICERS IN ELEMENTARY AND MIDDLE
SCHOOLS
SECTION 8.36. Grants to local school administrative units, regional schools, and
charter schools for school resource officers in elementary and middle schools shall be matched
on the basis of two dollars ($2.00) in State funds for every one dall&0($in local funds and
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shall be used to supplement and not to supplant State, local, and federal funds for school
resource officers.

The State Board of Education shall include nbasled considerations in its criteria
for awarding these grants to localhsol administrative units, regionachools, and charter
schools.

Local school administrative units, regional schools, and charter schools may use
these funds to employ school resource officers in elementary and middle schools, to train them,
or both. Anysuch training shall include instruction on research into the social and cognitive
development of elementary school and middle school children.

PANIC ALARM SYSTEMS
SECTION 8.37.(a) G.S.115G47(40) reads as rewritten:
"(40) To adopt emergency responsard.i Local boards of educatiomayshal,
in_coordination with local law enforcement agenciagopt emergency
response plans relating to incidents of school violence. These plans are not a
public record as the term "public record" is defined under B3&1 and
shall not be subject to inspection and examination underlG2%."

SECTION 8.37.(b) Grants to local school administrative units, regional schools,
and charter schools for panic alarm systems in schools shall be matched on the basis of one
dollar ($1.00) in State funds for every one dollar ($1.00) in local funds and shall be used to
supplement and not to supplant State, local, and federal funds for panic alarm systems.

The State Board of Education shall include rbaged considerations in itsteria
for awarding these grants to local school administrative units, regional schools, and charter
schools.

SECTION 8.37.(c) Effective July 1, 2015, every public school shall have a panic
alarm system that connects with the nearest local law enfort@memncy in the local board of
education's emergency response plan.

SCHOOL SAFETY EXERCISES
SECTION 8.38. Article 8C of Chapter 115C of the General Statutes is amended by

adding a new section to read:
"8 115G105.49. School safety exercises.

(a) Atlead every two yearseach local school administrative umstencouraged tbold
a full systemwide school safety and school lockdown exevdgigethe local law enforcement
agencies that are part of tlweal board of educatic@emergency response plarhe purpose
of the exercisashall beto permit participants tdi) discuss simulated emergency situationa
low-stress environmentji) clarify their roles and responsibilitiesand the overall logisticsof
dealing with an emergencand(iii) identify areas in which theemergency response plageds
to be modified.

(b) As part of a local board of educatisremergency response plan,l@ast once a
year, eachschoolis encouraged thold a full schoolwide school safety and lockdown exercise
with local lawenforcenent agencies

SCHEMATIC DIAGRAMS OF SCHOOL FACILITIES

SECTION 8.39.(a) Beginning with the 2012014 school yearkach local school
administrative unit thaturrently maintainsschematic diagrams of its school facilities shall
provide those scheamtic diagrams to local law enforcement agencies. The local school
administrative unit shall provide updates of the schematic diagrams to local law enforcement
agencies when substantial modifications such as new facilities or modifications to doors and
windows are made to school facilities. The local school administrative unit shall also provide
keys to the main entrance of all school facilities to local law enforcement agencies.
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SECTION 8.39.(b) Each local school administrative unit that does not currently
maintain schematic diagrams of its school facilities as of the effective date of this act shall
report to the Department of Public Instruction by March 1, 2014, on whether it intends to
prepare schematic diagrams of its school facilities to provide &b lmw enforcement agencies
and if any obstacles exist in preparing such schematic diagrams. Local school administrative
units are encouraged to prepare schematic diagrams and provide keys to the main entrance of
all school facilities to local law enforcemt agencies prior to the beginning of the 22045
school year.

SECTION 8.39.(c) The Department of Public Instruction, in consultation with the
Department of Public Safety, may develop standards and guidelines to assist local school
administrative unitsn developing and providing schematic diagrams to local law enforcement
agencies.

SECTION 8.39.(d) Schematic diagrams are not considered a public record as the
term "public record is defined undeG.S.132-1 and shall not be subject to inspection and
examination unde6.S.1326.

ANONYMOUS TIP LINE

SECTION 8.40. Article 8C of Chapter 115C of the General Statutes is amended by
adding a new section to read:
"8 115CG105.51. Anonymous tip lines.

(a) Each local school administrative ung encouraged talevelop andoperatean
anonymous tip lingin coordination with local law enforcement and social services agetwies
receive anonymous information on internal or external risks to school buildings and
schoolrelated activities

(b)  The Department of Pulgliinstruction in consultation with the Department of Public
Safety may develop standards and guidelines for the developnogetration and staffingof
tip lines.

(c) The Department of Public Instructiamay provide information to local school
administraive units on federal, State, local, and private grants available for this pUrpose.

SCHOOL SAFETY COMPONENT OF SCHOOL IMPROVEMENT PLANS
SECTION 8.41.(a) G.S.115G105.27, as rewritten by Section 11(a) of S.L.
2013226, reads as rewritten:
"8 115G105.27 Development and approval of school improvement plans.

(a) School Improvement Team LH—eFdreHe—mqpm%—studeM—pe#emqanee—eaeh—school

principal of each school, representatives of the aSS|stant prlnC|paIs instructics@inedr
instructional support personnel, and teacher assistants assigned to the school building, and
parents of children enrolled in the school shall constitute a school improvesaenteteam.
The team shalllevelop a school improvement plan to impretiedent performance.
Representatives of the assistant principals, instructional personnel, instructional support
personnel, and teacher assistants shall be elected by their respective groups by secret ballot.
Unless the local board of education has adoptedlection policy, parents shall be elected
by parents of children enrolled in the school in an election conducted by the parent and teacher
organization of the school or, if none exists, by the largest organization of parents formed for
this purpose. Rants serving on school improvement teams shall reflect the racial and
socioeconomic composition of the students enrolled in that school and shall not be members of
the buildinglevel staff.

S402PCCS85274 Ex-4 Senate Bill 402 PageB85



OCoO~NOOUIDA WNPE

General Assembly Of North Carolina Session 2013

Parental involvement is a critical component of school succedspasitive student
achievement; therefore, it is the intent of the General Assembly that parents, along with
teachers, have a substantial role in developing school improvement plans. To this end, school
improvement team meetings shall be held at a convetime to assure substantial parent
participation.

hem, and to
ans shall

(al) Open Meetings.T School improvement team meetings are subject to the open

meetingsrequirements of Article 33C of Chigp 143 of the General Statut@eliberations on
the school safety componendf the plan shall ben closed session in accordance with
G.S.143318.11(a)(8)The principal shalénsure that these requirements are met.

(@22 Public Records.i The school imrovement plan except for the school safety
components of the plais a public record subject to Chapter k§2he General Statutesd
shall be posted on thelol Web site. The hames of thenembers of the school improvement
team, their positions, artde date of their election to the school improvement telza also be
posted on the Web site.

The school safety components of the plan are not public records subject to Chapter 132 of
the General $tutes.

(b) SchoollmprovementPlan. i In order to impove student performance, the school
improvement team at each school shall develop a school improvement plan that takes into
consideration the annual performance goal for that school that is set by the State Board under
G.S.115CA105.35 and the goals setton the mission statement for the public schools adopted
by the State Board of Education. All school improvement plans shall be, to the greatest extent
possible, datariven. School improvement teams shall use the Education Malded
Assessment SystenEYVAAS) or a compatible and comparable system approved by the State
Board of Educatiorto (i) analyze student datand identify root causes for problem§i)
determine actions to address them, &yl appropriately place students in courses such as
Algebra 1. School improvement plans shall contain clear, unambiguous targets, explicit
indicators and actual measures, and expeditious time frames for meeting the measurement
standards.

The strategies for improving student performance:

(1)  Shall include a plafor the use of staff development funds that may be made
available to the school by the local board of education to implement the
school improvement plan. The plan may provide that a portion of these
funds is used for mentor training and for release tintesastitute teachers
while mentors and teachers mentored are meeting;

(la) Repealed by Session Laws 20142, s. 7A.1(c), effective July 2, 2012.

(2)  Shall include a plan to address school safety and discipline concerns;

3) May include a decision to usetate funds in accordance with
G.S.115G105.25;

(4) Shall include a plan that specifies the effective instructional practices and
methods to be used to improve the academic performance of students
identified as at risk of academic failure or at risk afpgring out of school,

(5) May include requests for waivers of State laws, rules, or policies for that
school. A request for a waiver shall meet the requirements of
G.S.115G105.26;
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(6) Shall include a plan to provide a diftge lunch period for every telaer on
a daily basis or as otherwise approved by the school improvement team; and

(7) Shall include a plan to provide dufree instructional planning time for
every teacher undé€s.S.115G301.1, with the goal of providing an average
of at least five hots of planning time per week.

(8) Shall include a plan to identify and eliminate unnecessary and redundant
reporting requirements for teachers and, to the extent practicable, streamline
the schods reporting system and procedures, including requiringgand
reports to be in electronic form when possible and incorporating relevant
documents into the student accessible components of the Instructional
Improvement System.

(c) SchoolVote on the Plani Support among affected staff members is essential to
successful implementation of a school improvement plan to address improved student
performance at that school. The principal of the school shall present the proposed school
improvement plan to all of the principals, assistant principals, instructional npetso
instructional support personnel, and teacher assistants assigned to the school building for their
review and vote. The vote shall be by secret ballot. The principal shall submit the school
improvement plan to the local board of education only if gh@posed school improvement
plan has the approval of a majority of the staff who voted on the plan.

(cl) Consideration of the School Safety Comporeritthe Plan.i The superintendent
shall review the school safety components of the school improvemest gohal make written
recommendations on them to the local board of education. Prior to a vote to accept'a school
improvement plan in accordance withS.115G105.2/(d), the local board of education shall
review the school safety compongpf the plan fo that school in closed session. The board
shall make findings on the safety composaitthe plan. Neither the safety components of the
plan nor the boatd findings on the safety components of the plan shall be set out in the
minutes of the board.

(d)  Adoption of the Plani The local board of education shall accept or reject the
school improvement plan. The local board shall not make any substantive changes in any
school improvement plan that it accepts. If the local board rejects a school improvéanent p
the local board shall state with specificity its reasons for rejecting the plan; the school
improvement team may then prepare another plan, present it to the principals, assistant
principals, instructional personnel, instructional support personmel, teacher assistants
assigned to the school building for a vote, and submit it to the local board to accept or reject. If
no school improvement plan is accepted for a school within 60 days after its initial submission
to the local board, the school or tlhecal board may ask to use the process to resolve
disagreements recommended in the guidelines developed by the State Board under
G.S.115G105.20(b)(5). If this request is made, both the school and local board shall
participate in the process to resolveagireements. If there is no request to use that process,
then the local board may develop a school improvement plan for the school. The General
Assembly urges the local board to utilize the sceqmoposed school improvement plan to the
maximum extent pssible when developing such a plan.

(e)  Effective Period of the Plaii. A school improvement plan shall remain in effect for
no more than two years; however, the school improvement team may amend the plan as often
as is necessary or appropriate. If, a ame, any part of a school improvement plan becomes
unlawful or the local board finds that a school improvement plan is impeding student
performance at a school, the local board may vacate the relevant portion of the plan and may
direct the school to rése that portion. The procedures set out in this subsection shall apply to
amendments and revisions to school improvement plans.

)] Elimination of Other Unnecessary Plaindf a local board of education finds that a
school improvement plan adequately exssanother plan that the local school administrative
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unit is otherwise required to prepare, the local school administrative unit shall not be required
to prepare an additional plan on the matter.

(@) Compliance With Requirement§. Any employee, parent, roother interested
individual or organization is encouraged to notify the principal of any concerns regarding
compliance with this section. In addition, any employee, parent, or other interested individual
or_organization may submit in writing to the suptgndent concerns regarding compliance
with this section. The superintendent shall make a -daithl effort to investigate the concern.
The superintendent shall upon request provide a written response to the oncern.

SECTION 8.41.(b) G.S.143-318.11(a)8) reads as rewritten:

"(a) Permitted Purposes.lt is the policy of this State that closed sessions shall be held
only when required to permit a public body to act in the public interest as permitted in this
section. A public body may hold a closed sessand exclude the public only when a closed
session is required:

é

(8) To formulate plans by a local board of education relating to emergency
response to incidents of school violemzdo formulate and adopt the school
safety componest of school improvenent plans by a local board of
education or a school improvement team.

SECTION 8.41.(c) This section applies beginning with the 2E€AL4 school year.

CRISIS KITS

SECTION 8.42. Article 8C of Chapter 115C of the General Statutes is amended by
adding a pw section to read:
"8 115G105.8. School crisis kits.

The Department of Public Instruction consultation with the Department of Public Safety
through the North Carolina Center for Safer Schowmlay develop an@dopt policies on the
placement of scha crisis kits in schools and on tlwententsof those kits. The kits shuld
include at a minimum basic firstaid supplies communications devicesand other items
recommended by the International Association of Chiefs of €olic

The principal of each &ool, in coordination with the law enforcement agendiest are
part of thelocal board of educaticg emergency response planay place one or more crisis
Kits at appropriate locationn the school.

SCHOOL SAFETY FOR CHARTER SCHOOLS AND REGIONAL SCHO OLS
SECTION 8.43.(a) G.S.115G238.29F is amended by adding a new subsection to
read:

"(al) Emergency Response Plain A charter schoglin coordination with local law
enforcement agencigis encouraged tadoptan emergency response plan relating tadeats
of school violence. These plans are cmbsidered public record as the terfpublic record is
defined underG.S.1321 and shall not be subject to inspection and examination under
G.S.1326.

Charter_schoolsare _encouraged tprovide schematic idgrams and keys to the main
entrance of schodécilities to local law enforcemerggencies, in addition timmplemening the
provisions inG.S.115G105.49(b)andG.S.115G105.52!

SECTION 8.43.(b) G.S.115G238.66 is amended by adding a new subdivisoon

read:

"(7a) Emergency Response PlanA regionalschoo] in coordination with local
law _enforcement agencies encouraged tadoptan emergency response
plan relating to incidents of school violence. These plans areonsidered
a public record athe term"public record is defined undef5.S.1321 and
shall not be subject to inspection and examination ur@e3.132-6.
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Regional schools are encouraged to provide schematic diagrams and keys to
the main entrance of school facilities to local lawoeoément agencies, in
addition to implementing the provisions 8.S.115G105.49(b) andG.S.
115G105.52"

EMERGENCY AND CRISIS TRAINING

SECTION 8.44. The Department of Public Safety, through the North Carolina
Center for Safer Schools and in conjunctigith the Department of Justice and the Department
of Public Instruction, is encouraged to develop school emergency and crisis training modules
for school employees and provide them to schools as soon as practicable.

VOLUNTEER SCHOOL SAFETY RESOURCE OFFI CER PROGRAM
SECTION 8.45.(a) G.S.14-269.2(a) is amended by adding a new subdivision to

read:

"(3a) Volunteer shool safety resource officer. A person who volunteers as a
school safety resource officer as provided ©19.S.162-26 or
G.S.160A-2884."

SECTION 8.45.(b) G.S.14-269.2(g) is amended by adding a new subdivision to

read:
"(g) This section shall not apply to any of the following:

e

(7) A volunteerschool safety resource offic providing security at a school
pursuant toan agreement agrovided in G.S.115G47(61) andeither
G.S.162-26 or G.S.160A-2884, provided that thesolunteerschool safety
resouce officeris acting in the discharge of the persoofficial duties and
is on theeducational propertyf the schoothatthe officer was assigedto
by thehead of the appropriate local law enforcement agéncy.

SECTION 8.45.(c) G.S.115CG47 is amended by adding a new subdivision to read:

"8 115G47. Powers and duties generally.
In addition to the powers and duties designated in B.9G36, local boards of education
shall have the power or duty:

e

(61) To Provide a Safe School EnvironmentLocal boards of educatiomay
enter into an agreement with the sherdifiief of policeof a local police
department, or chief of police of a county pelidepartmento provide
security at the schools by assignwmunteerschoolsafetyresourceofficers
who meet theselectionstandardsind criteria developed by the head of the
appropriate local law enforcement agenagwd the criteria set out in
G.S.162-26 or G.S.160A-288.4 as appropriaté

SECTION 8.45.(d) G.S.160A-282(c) reads as rewritten:

"(c) The board of commissioners of any county may provide that persons who are
deputized by the sheriff of the county as special deputy sheriffs or personsendenang as
volunteer lawenforcement officers at the request of the sheriff and under his authority, while
undergoing official training and while performing duties on behalf of the county pursuant to
orders or instructions of the sheriff, shall be éeditto benefits under the North Carolina
Workers' Compensation Act and to any fringe benefits for which such persons qualify.

This subsection shall not apply to volunteer school safety resource officgesagedn
G.S.16226."

SECTION 8.45.(e) Article 3 of Chapter 162 of the General Statutes is amended by
adding a new section to read:
"8 162-26. Sheriff may establishvolunteer schoolsafetyresource officer program.
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(a) The sheriff may establish a volunteer schaalfety resource officer prograno
provide nonsalariedspecial deputiego serve as school safety resource officergoublic
schools To be a volunteer in the program, a person rase prior experience a&sther(i) a
swornlaw enforcement officeor (ii) a military policeofficer with a minimum of twoyears$
service If a person with experience as a military police officer islormer in the armed
services, the person must also have an honorable discharge. A program volunteer must receive
training on research into the social and cogaitievelopment of elementary, middle, and high
school childrenand must also meet the selection standards andadditional criteria
established by the sheriff.

(b) Eachvolunteershall report to the sheriffand shall work under the direction and
supervigon of the sheriff or the sheriéfdesigneevhen carrying outhe voluntee€s duties as a
school safety resource officédo volunteermay be assigned ta school as a school safety
resource officer until the voluntedas updated or renewed the voluntedsw enforcement
training and has been certified bythe North Carolina Sheriff Educatin and Traming
Standards Commissias meeting theducational and firearms proficienstandards required
of persons servings special deputsheriffs A volunteeris not required to meet the physical
standards required by the North Carolina SHsrifEducation and Training Standards
Commission but must have a standard medical exam to ensure the volunteer is in good health.
A person selected by the sheriff to seagea volunteer under this section shalve the power
of arrest while performing official duties as a volunteer school sedeburceofficer.

© Thesheriff mayenter into an agreement with the local boafrdducatiorto provide
volunteer school safetresource officersvho meetboth the criteria established by this section
andthe selection and training requirements set by the sheriff of the cfmurthe schoolsThe
sheriff shall be responsible fdhe assignment of anyolunteer school safety raswe officer
assigned to a public schaahdfor the supervision of the officer.

(d)  There shall be no liability on the part of and no cause of action shall arise @gainst
volunteer school safetsesourceofficer, the Sheriffor employees of the sheriffigervisinga
volunteerschool safety officeror the public school systeor its employegfor any gooedfaith
action taken by them in the performance of their duttgh regard to the volunteer school
safety resource officearogram established pursuaatthis sectior.

SECTION 8.45.(f) Article 13 of Chapter 160A of the General Statutes is amended
by adding a new section to read:
"8 160A-2884. Police chief may establish volunteer school safety resource officer
program.

(@) The chief of police of a locd police department or of a county police department
may establish a volunteer schaalfetyresource officer prograio provide nonsalariegpecial
law enforcement officerso serve as school safety resource offigensublic schoolsTo be a
volunteer n the program, a person musave prior experience asther (i) a sworn law
enforcement officeor (ii) a military policeofficer with a minimum of twoyears service If a
person with experience as a military police officer islowger in the armedsenices, the
person must also have an honorable discharge. A program volunteer must receive training on
research into the social and cognitive development of elementary, middle, and high school
children and musalso meetthe selection standards and any adddl criteria established by
the chief of police.

(b) Eachvolunteershallreport to thechief of police ad shallwork under the direction
and supervision of thehief of police or the chi&fdesigneavhen carrying outhe voluntees
duties as a schoshfety resource officeNo volunteemaybe assigned ta school as a school
safety resource officer until the voluntebas updated or renewed the voluntedaw
enforcement training ankdasbeen certified byhe North Carolina Criminal Justice Educati
and Training Standards Commissi@s meeting theeducational and firearms proficiency
standards required of persons senasgriminal justice officersA volunteer is not required to
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meet the physical standards required by NMogth Carolina CriminalJustice Education and
Training Standards Commissibat must have a standard medical exam to ensure the volunteer
is in_good healthA person selected by thehief of policeto serve as a volunteer under this
section shalhave the power of arrest while rf@ming official duties as a volunteer school
safetyresourcefficer.

© Thechief of policemayenter into an agreement with the local boafréducatiorto
providevolunteer school safety resource officanso meetboth the criteria established byghi
section andhe selection and training requirements set byckief of policeof the municipality
or_countyin which the schoolsare locatedThe chief of policeshall be responsible fdahe
assignment of anyolunteer school safety resourc#icer asgned to a public schoalndfor
the supervision of the officer.

(d)  There shall be no liability on the part of and no cause of action shall arise @gainst
volunteer school safetyesourceofficer, the chief of policeor employees of théocal law
enforcenent agencyupervisinga volunteerschool safety officeror the public school system
or its employegfor any goodfaith action taken by them in the performance of their dutids
regard to the volunteer school safety resource offimegram establisgd pursuant to this
section'

SECTION 8.45.(g) This section becomes effective December 1, 2013.

INFORMATION TECHNOLOGY OVERSIGHT CAPACITY

SECTION 8.46. Notwithstanding G.S143G6-4 and subject to the direction,
control, and approval of the State Boarfl Education, the State Superintendent of Public
Instruction shall realign existing resources within the Department of Public Instruction to
increase the information technology oversight capacity of the Department. The Superintendent
shall identify two potions for this purpose in order to establish a Chief Information Officer
and a Project Management Officer. The realignment of the positions and resources is subject to
the approval of the Office of State Budget and Management.

STUDY VIRTUAL CHARTER SCHOO LS

SECTION 8.48. The State Board of Education shall study and determine needed
modifications for authorization and oversight of virtual charter schools, including application
requirements, enrollment growth, and funding allocations, and shall prepare thes
recommendations in the form of draft rules and proposed statutory changes. The State Board
shall present the draft rules and the proposed statutory changes to the Joint Legislative
Education Oversight Committee by February 1, 2014.

This section shall ndte construed to affect litigation pending as of the date of the
enactment of this section.

PILOT PROGRAM TO RAISE THE HIGH SCHOOL DROPOUT AGE FROM
SIXTEEN TO EIGHTEEN

SECTION  8.49.(a) Notwithstanding G.S.7B-1501(27), 115378,
115G238.66(3), 11&35(h(2), and 143B305(20), the State Board of Education shall
authorize the Hickory Public Schools and the New@mmover City Schools to establish and
implement a pilot program to increase the high school dropout age from 16 years of age to the
completion ofthe school year coinciding with the calendar year in which a student reaches 18
years of age, unless the student has previously graduated from high school.

SECTION 8.49.(b) Each local school administrative unit may use any funds
available to it to implemnt the pilot program in accordance with this section to (i) employ up
to three additional teachers and (ii) fund additional studdated costs, such as transportation
and technology costs, including additional computers, to serve a greater numbdenfssas a
result of the pilot program. Each local school administrative unit may also use any funds
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available to it to operate a night school program for students at risk of dropping out of high
school. To the extent possible, the local school admitigranits shall partner with Catawba
Valley Community College in administering the pilot program.

SECTION 8.49.(c) The local school administrative units, in collaboration with the
State Board of Education, shall report to the Joint Legislative Edudatiersight Committee,
the House Appropriations Subcommittee on Education, and the Senate Appropriations
Committee on Education/Higher Education on or before January 1, 2016. The report shall
include at least all of the following information:

(1)  An analysisof the graduation rate in each local school administrative unit

and the impact of the pilot program on the graduation rate.

(2) The teen crime statistics for Catawba County.

(3) The number of reported cases of violations of compulsory attendance laws in
Catawba County and the disposition of those cases.

(4)  The number of atisk students served in any night programs established as
part of the pilot program and student graduation and performance outcomes
for those students.

(5)  All relevant data to assishidetermining the effectiveness of the program
and specific legislative recommendations, including the continuation,
modification, or expansion of the program statewide.

SECTION 8.49.(d) The State Board of Education shall not authorize a pilot
program undr subsection (a) of this section except upon receipt of a copy of a joint resolution
adopted by the boards of education for the Hickory Public Schools and the Neariouer
City Schools setting forth a date to begin establishment and implementatior @ildh
program.

PART IX. THE EXCELLE NT PUBLIC SCHOOLS ACT OF 2013

STATE EMPLOYEE LITERACY VOLUNTEER LEAVE TIME

SECTION 9.1.G.S.1264 reads as rewritten:
"§ 1264. Powers and duties of State Personnel Commission.

Subject to the approval of the Governthe State Personnel Commission shall establish

policies and rules governing each of the following:

e

(5b) A leave program that allows employdesolunteer in a literacy program in

a public schobfor up to five hours each month

&
MAXIMIZE INSTRUCT IONAL TIME
SECTION 9.2.(a) G.S.115G174.12(a) reads as rewritten:

"(@) The State Board of Education shall establish policies and guidelines necessary for
minimizing the time students spend taking tests administered through State and local testing
prograns, for minimizing the frequency of field testing at any one school, and for otherwise
carrying out the provisions of this Article. These policies and guidelines shall include the
following:

(1)  Schools shall devote no more than two days of instructiomal pier year to
the taking of practice tests that do not have the primary purpose of assessing
current student learning;

(2) Students in a school shall not be subject to field tests or national tests during
the twoweek period preceding the administratioh emd-of-grade tests,
endof-course tests, or the school's regularly scheduled final exams; and
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(3) No school shall participate in more than two field tests at any one grade level

during a schooyeaILHMess—that—seheel—\@Hmeer—thFeth—a—wte—of its
of field

testsyear.
(4) All annualassessmentsf student achievememidopted by the State Board

of Educationpursuant td5.S.115G174.11c)(1) and (3)and all final exams
for courseshall be dministered within the final 10 instructiahdays of the
school year for yedong courses and within the finfve instructional days
of the semesterfor semester coursegxceptions shall be permitted to
accommodate student individualized educatioprogram and section 504
(29 U.S.C. 8 794) plarend for the administration of final exams fmurses
with national or internationalcurricula required to be held at designated
times.
These policies shall reflect standard testing practices to insureiligliand validity of the
sample testing. The results of the field tests shall be used in the final design of each test. The
State Board of Education's policies regarding the testing of children with disabilities shall (i)
provide broad accommodations aslternate methods of assessment that are consistent with a
child's studens individualized education program and section 504 (29 U.S.C. § 794) plans, (ii)
prohibit the use of statewide tests as the sole determinant of decisions abéddsstudents
graduation or promotion, and (iii) provide parents with information about the Statewide Testing
Program and options fatudentshildren with disabilities. The State Board shall report its
proposed policies and proposed changes in policies to the Joistdtizgi Education Oversight
Committee prior to adoption.
The State Board of Education may appoint an Advisory Council on Testing to assist in
carrying out its responsibilities under this Article."
SECTION 9.2.(b) Notwithstanding the provisions of G.B15C-174.11(c), the
State Board of Education shall report to the Joint Legislative Education Oversight Committee
prior to the purchase and implementation of a new assessment instrument to assess student
achievement on the Common Core State Standards, ingluden Common Core Smarter
Balance Consortium Assessments. The State Board shall not purchase such an assessment
instrument without the enactment of legislation by the General Assembly authorizing the
purchase.
SECTION 9.2.(c) This section applies beginmgmwith the 20132014 school year.

STRENGTHEN TEACHER LICENSURE AND MODIFY LICENSURE FEES
SECTION 9.3.(a) G.S.115G296, as amended by Section 5(b) of S.L. 202,
reads as rewritten:
"§ 115G296. Board sets licensure requirements; reports; lateral ent and mentor
programs.
e
(a2) The State Board of Education shatipese-thefollowingestablish aschedule of
fees for teacher licensure and administratikangeshangesThefees established under this
subsection shatot exceed the actual costmviding the service The schedule may include
fees foranyof the followingservices
(1)  Application for demographic or administrative changes toicanse,
$30.00license.
(2)  Application for a duplicate license or for copies of documents in the
licensurefiles-$30-0dfiles.
(3)  Application for a renewal, extension, addition, upgragéstatementand
variation to dicense-$55-0dcense.
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4) Initial application for a New, InState Approved ProgranGraduate,
$55.00Graduate.

(5) Initial application fo an Out-of-Statelicense;-$85-0dicense.

(6)  All other applications-$85-08pplications.

FheAn applicant must payhefeeany nonrefundable service feed the timethean
application is submitted.

(@3) The State Board of Education shall report to thentJdiegislative Education
Oversight Committee by March 15 in any ydhat the amount of fees in the fee schedule
established undesubsection (a2) of this sectidres been modified during the previous 12
months.The report shall include the number of pewsel paid from licensure receipts, any
change in personnel paid from receipts, other related costs covered by the receipts, and the
estimated unexpended receipts as of June 30 of the year reported.

e."

SECTION 9.3.(b) G.S.115G296, as amendely Section5(b) of S.L. 2013226,
reads as rewritten:
"8 115G296. Board sets licensure requirements; reports; lateral entry and mentor
programs.

e

(b) It is the policy of the State of North Carolina to maintain the highest quality teacher
education programs and st administrator programs in order to enhance the competence of
professional personnel licensed in North Carolina. To the end that teacher preparation programs
are upgraded to reflect a more rigorous course of study, the State Board of Education, as lead
agency in coordination and cooperation with the University Board of Governors, the Board of
Community Colleges and such other public and private agencies as are necessary, shall
continue to refine the several licensure requirements, standards for aggronwsltutions of
teacher education, standards for institu@sed innovative and experimental programs,
standards for implementing consortibased teacher education, and standards for improved
efficiencies in the administration of the approved program

(1) Licensure Standards.

a. The licensure program shall provide for initial licensure after
completion of preservice training, continuing licensure after three
years of teaching experience, and license renewal every five years
thereafter, until the teement of the teacher. The last license renewal
received prior to retirement shall remain in effect for five years after
retirement. The licensure program shall also provide for lifetime
licensure after 50 years of teaching.

b. The State Board of Educati, in consultation with the Board of
Governors of The University of North Carolina, shall evaluate and
develop enhanced requirements for continuing licensure. The new
requirements shall reflect more rigorous standards for continuing
licensure and shall bealigned with highquality professional
development programs that reflect State priorities for improving
student achievemerttandards for continuing licensure shall include
at leasteight continuing education credits with at letisee credits
requiredin ateaches academic subject area.

e
(b2) An undergraduate student seeking a degree in teacher education must attain passing
scores on a preprofessional skills test prior to admission to an approved teacher education
program in a North Carolina college university. The State Board of Education shall permit
students to fulfill this requirement by achieving the prescribed minimum scores set by the State
Board of Education for the Praxis | tests or by achieving the appropriate required score, as
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determind by the State Board of Education, on the verbal and mathematics portions of the
SATSAT or ACT. The minimum combined verbal and mathematics score set by the State
Board of Educationfor the SAT shall be betweenr—900—and—1:200100 or greaterThe
minimum compositescore set by the State Board of Education for the ACT shall be 24 or
greater.

(c) It is the policy of the State of North Carolina to encourage lateral entry into the
profession of teaching by skilled individuals from the private sector. To s leefore the
198586 school year begins, the State Board of Education shall develop criteria and procedures
to accomplish the employment of such individuals as classroom teachers. Beginning with the
20062007 school year, the criteria and procedured sialde preservice training in (i) the
identification and education of children with disabilities and (ii) positive management of
student behavior, effective communication for defusing and deescalating disruptive or
dangerous behavior, and safe and appate use of seclusion and restraint. Skilled individuals
who choose to enter the profession of teaching laterally may be grapresisionalateral
entry teaching license for no more than three years and shall be required to obtain licensure
before cotracting for a fourth year of service with any local administrative unit in this State.

. é

SECTION 9.3.(c) G.S.115G296, as amendeoy Section 5(b) of S.L. 201326,
and as rewritten by subsections (a) and (b) of this section, reads as rewritten:
"8 118C-296. Board sets licensure requirements; reports; lateral entry and mentor
programs.

(@) The State Board of Education shall have entire control of licensing all applicants for
teaching positions in all publielementary—and-higechools of North Carolinaand it shall
prescribe the rules and regulations for the renewal and extension of all licenses and shall
determine and fix the salary for each grade and type of license which it authorizes.

The State Board of Educatienayshall require an applicant fomainitial bachelors degree
certificatdicenseor graduate degresertificatdicenseto demonstrate the applicantcademic
and professional preparation by achieving a prescribed minimum score on a standard
examination appropriate and adequate for thapgse. Elementary Education ({6€) and
special education general curriculdgachersshall also achieve a prescribed minimum score
on subtests or standard exaations specific tdeaching reading and mathemati€se State
Board of Education shall permit applicant to fulfill any such testing requirement before or
during the applicarg second year of teaching provided the applicant took the examination at
least once during the first year of teaching. The State Board of Education shall make any
required sandard initial licensure exasufficientlyrigorous and raise the prescribed minimum
score as necessary to ensure that each applicasilegsataeceivedhigh-quality academic
and professional preparationtesaehteacheffectively.

(al) The State Boardhall adopt policies that establish the minimum scores for any
required standard examinations and other measures necessary to assess the qualifications of
professional personnel as required under subsection (a) of this section. For purposes of this
subsedbn, the State Board shall not be subject to Article 2A of Chapter 150B of the General
Statutes. At least 30 days prior to changing any policy adopted under this subsection, the State
Board shall provide written notice to all North Carolina schools of &titut and to all local
boards of education. The written notice shall include the proposed revised policy.

(a2) The State Board of Education shall establish a schedule of fees for teacher licensure
and administrative changes. The fees established undesuibs®ction shall not exceed the
actual cost of providing the service. The schedule may include fees for any of the following
services:

(1)  Application for demographic or administrative changes to a license.
(2)  Application for a duplicate license or foromies of documents in the
licensure files.
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(3) Application for a renewal, extension, addition, upgrade, reinstatement, and
variation to a license.

4) Initial application for a New, k&tate Approved Program Graduate.

(5) Initial application for an Oubf-State license.

(6)  All other applications.

An applicant must pay any nonrefundable service fees at the time an application is
submitted.

(@a3) The State Board of Education shall report to the Joint Legislative Education
Oversight Committee by March 15 inyayear that the amount of fees in the fee schedule
established under subsection (a2) of this section has been modified during the previous 12
months. The report shall include the number of personnel paid from licensure receipts, any
change in personnel ghifrom receipts, other related costs covered by the receipts, and the
estimated unexpended receipts as of June 30 of the year reported.

(b) It is the policy of the State of North Carolina to maintain the highest quality teacher
education programs and schaaministrator programs in order to enhance the competence of
professional personnel licensed in North Carolina. To the end that teacher preparation programs
are upgraded to reflect a more rigorous course of study, the State Board of Education, as lead
agency in coordination and cooperation with the University Board of Governors, the Board of
Community Colleges and such other public and private agencies as are necessary, shall
continue to refine the several licensure requirements, standards for apprnstitations of
teacher education, standards for instittii@sed innovative and experimental programs,
standards for implementing consortitased teacher education, and standards for improved
efficiencies in the administration of the approved programs.

(1) Licensure standards.

a. The licensure program shall provide for initial licensure after
completion of preservice training, continuing licensure after three
years of teaching experience, and license renewal every five years
thereafter, until the reement of the teacher. The last license renewal
received prior to retirement shall remain in effect for five years after
retirement. The licensure program shall also provide for lifetime
licensure after 50 years of teaching.

b. The State Board of Educatipin consultation with the Board of
Governors of The University of North Carolina, shall evaluate and
develop enhanced requirements for continuing licensure. The new
requirements shall reflect more rigorous standards for continuing
licensure and shall bealigned with highquality professional
development programs that reflect State priorities for improving
student achievement. Standards for continuing licensure shall include
at least eight continuing education credits, with at least three credits
required in the teachés academic subject areaStandards for
continuing licensurdor elementary and middle school teachsnall
include at least three continuing education credits related to literacy
Literacy renewal credits shall include evidei@sed assement,
diagnosis, and intervention strategies for students not demonstrating
reading proficiency. Oral language, phonemic and phonological
awareness, phonics, vocabulary, fluency, and comprehension shall be
addressed in literaenelated activities leadintp license renewal for
elementary school teachers.

C. The State Board of Education, in consultation with local boards of
education and the Board of Governors of The University of North
Carolina, shall (i) reevaluate and enhance the requirements for
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renewal of teacher licenses and (ii) consider modifications in the
license renewal achievement and to make it a mechanism for teachers
to renew continually their knowledge and professional skills.

(2)  Teacher education progranis.

a.

S402PCCS85274 Ex-4

The State Board of Educatioas lead agency in coordination with
the Board of Governors of The University of North Carolina, the
North Carolina Independent Colleges and Universities, and any other
public and private agencies as necessary, shall continue to raise
standards for entryito teacher education programs.

Reserved for future codification.

To further ensure that teacher preparation programs remain current
and reflect a rigorous course of study that is aligned to State and
national standards, the State Board of Educatmognsultation with

the Board of Governors of The University of North Carolina, shall do
all of the following to ensure that students are prepared to teach in
elementary schools:

1. Provide students with adequate coursework in the teaching of
reading ananathematics.
2. Assess students prior to licensure to determine that they

possess the requisite knowledge in scientifically based
reading and mathematics instruction that is aligned with the
State Board expectations.

3. Continue to provide students witbreparation in applying
formative and summative assessments within the school and
classroom setting through technoldggsed assessment
systems available in North Carolina schools that measure and
predict expected student improvement.

4, Prepare students integrate arts across the curriculum.

The State Board of Education, in consultation with local boards of

education and the Board of Governors of The University of North

Carolina, shall evaluate and modify, as necessary, the academic

requirements ofelacher preparation programs for students preparing

to teach science in middle and high schools to ensure that there is
adequate preparation in issues related to science laboratory safety.

The standards for approval of institutions of teacher educataih s

require that teacher education programs for all students intihgde

following demonstratedempetencigmpetencies:

1. nAll teacher education progranis
I —theThe identification and education of children
with disabilities-andisabilities.

1. -{H)-pesitivePositivemanagement of student behavior
and effective communication techniques for defusing
and deescalating disruptive or dangerous behavior.

Elementary andpecialeducationgeneralcurriculum teacher

educationprogramsi

I. Teaching of reading, including a substantive
understanding of reading as a process involving oral
language, phonological and phonemic awareness,
phonics, fluency, vocabulary, and comprehension

N
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1. Evidencebased assessment and diagnosis of specific
areas of difficuly with reading development and of
reading deficiencies

Ill.  Appropriate application of instructional supports and
services and reading interventions to ensure reading
proficiency for all students.

f. The State Board of Education shall incorporate theraai developed
in accordance witl5.S.116-74.21 for assessing proposals under the
School Administrator Training Program into its school administrator
program approval standards.

SECTION 9.3.(d) For the 20132014 fiscal year only and notwithstangdiArticle
2A of Chapter 150B of the General Statutes, the State Board of Education shall be exempt from
rule-making in establishing a schedule of fees for teacher licensure and administrative changes
pursuant to G.S115G296(a2), as amended by this seatio

SECTION 9.3.(e) The State Board of Education shall develop a plan to require the
schools of education to measure performance and provide an annual report on the demonstrated
competencies included in their elementary and special education generalleorrieacher
education programs on (i) teaching of reading, including a substantive understanding of reading
as a process involving oral language, phonological and phonemic awareness, phonics, fluency,
vocabulary, and comprehension; (ii) evidethesed agsssment and diagnosis of specific areas
of difficulty with reading development and of reading deficiencies; and (iii) appropriate
application of instructional supports and services and reading interventions to ensure reading
proficiency for all students.fe plan shall address requiring this information to be included in
the annual performance reports to the State Board and the higher education educator
preparation program report cards required@$.115G296, as enacted by this section. The
State Board Isall report to the Joint Legislative Education Oversight Committee on or before
March 15, 2014, on the plan to include this information in the performance reports required for
the 20142015 school year.

SECTION 9.3.(f) Subsection (b) of this section amdi beginning with the
20132014 school year. Subsection (c) of this section applies beginning with the2Q034
school year.

For teachers who are in their fourth or fifth year of their currentyear license
renewal cycle, the changes required®y5.115G296(b)(1)b., as enacted by subsections (b)
and (c) of this section, shall apply beginning with the first year of their nexy&ae license
renewal cycle.

SCHOOL PERFORMANCE GRADES
SECTION 9.4.(a) Section 7A.3(e) of S.L. 201242 is repealed.
SECTION 9.4.(b) Article 8 of Chapter 115C of the General Statutes is amended by
adding a new Part to read:
"Part 1B. School Performance.
"§ 115G83.11 Schoolachievement growth, performance scores, and grades
(a) School Scores and Gradéds.The State Boar of Education shall award school
achievement, growth, amerformance scorendan associategherfomancegradeasrequired
by G.S.115G12(9)cl, and calculated as provided in this sectiohhe State Board of
Education shall enter all nessary data iotthe Education ValuAdded Assessment System
(EVAAS) in order to calculatechool performance scores and grades.
(b)  Calculationof the School Achievement Scaré In calculating the overall school
achievemenscore earned by schools, the State BoarddoicEtion shaltotal the sum of points
earned by schoolon all of the following indicatorghat are measured for that school
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Q) One point for each percent of students who score at or above proficient on
annual assessments for mathematics in grades titm@ugh eight.

(2) One point for each percent of students who score at or above proficient on
annual assessments for reading in grades three through eight.

3) One point for each percent of students who score at or above proficient on
annual assessmerits science in grades five and eight.

4) One point for each percent of students who score at or above proficient on
the Algebra lor Integrated Math | endf-course test

(5) One point for each percent of students who score at or above proficient on
the English |l end-of-course test

(6) One point for each percent of students who score at or above proficient on
the Biology endof-course test

(€8] One point for each percent of students who compie¢eAlgebra | or
Integrated Math llendof-course tesivith a passing grade.

(8) One point for each percent of students who achieve the minimum score

required for admission into a constituent institution of The University of
North Carolina on a nationally normed test of college readiness.

(9) One point for eactpercent of students enrolled in Career and Technical
Education courses who meet the standard when scoring at Silver, Gold, or
Platinum levels on a nationally normed test of workplace readiness.

(10) One point for each percent of students who graduatenwithir years of
entering high school.

Each school achievement indicathall beof equal value when used to determine the
overall school achievement scofiéhe overallschoolachievement score shall branslated to a
100-point scaleand used for schookeporting purposes as providéu G.S.115G12(9)cl,
115G238.29F, and 115238.66

© Calculation ofthe School Growth Score.i _Using EVAAS, the State Board shall
calculatethe overall growth score earned by schodis calculating the total growth score
earned by schools, the State Board Eifucation shall weight student growth dhe
achievemenindicatorsas provided in subsection (b) of this sectibat have available growth
values The numericalvalues used to determiméhether a school has met, eededor has not
met expected growth shall be translated to a-ddift scaleand used for school reporting
purposes as provided (0.S.115G12(9)cl, 115G238.29F, and 115238.66

(d)  Calculation ofthe School Performanc8coresand Grades For schods exceeding
or not meeting expected school growthe tState Board of Education shabe EVAAS to
calculatethe school performance score bhgding tle school achievemersicore asprovided in
subsectionkf) of this sectionandthe school growthscore as provided in subsectior)(of this
section earned bya school The hool achievemenscoreshall account for eighty percent
(80%), and the school growthscoreshall account for (20%) of the total sumor schools
meeting expected growth, and with a @ohachievement score of eighty percent (80%) or
higher, the school performance score shall solely reflect the achievement score. For schools
meeting expected growth, and with a school achievement score below eighty percent (80%),
the school achievemestore shall account for eighty percent (80%nd the school growth
score shall account for twenty percent (20%) of the total Siamall schoolsthetotal school
performance scorgshall be converted to a 1@int scaleand used to determin@ school
performance grade based on the following scale:

(1) A school performance score dflaast 90is equivalent taan overall school
performance grade of A.

(2) A school performance score dflaast 80s equivalent tan overall school
performance grade of B.
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(3) A school performance score dflaast 70s equivalent tan overall school

performance grade of C.

(4) A school performance score dflaast 60is equivalent tan overall school

performance grade of D.

(5) A schoolperformance score of less théd pintsis equivalent tan overall

school performance grade of F.

(e Elementary and Middle Schod®eading and MathAchievementScores i For

schools serving students in kindergarten through eighth grade, the achimsmentscores in

reading and matheries, respectively, shall beported separdieon the annuaschoolreport

card provided unddgb.S.115G12(9)cl, 115G238.29F and 115E238.66.

(f) Indication of Growth.i In addition to awarding the overall schoolscores for

achievementgrowth and paformance andhe performancegrade,using EVAAS, the State

Board shall designate thatsghool has met, exceedest has not met expected growthhe

designation of studenirowth shall be clearly displayed in the annual school report card

provided undef5.S.115G12(9)cl., 115€238.29F, and 115238.66"

SECTION 9.4.(c) G.S.115G12(9)cl. reads as rewritten:

"cl.

To issue an annudkeport cardl for the State and for each local
school administrative unit, assessing each'sueitforts to improve
student performance based on the growth in performance of the
students in each school and taking into account progress over the
previous yeardevel of performance and the Statperformance in
comparison with other states. This assessment shall take into faccoun
factors that have been shown to affect student performance and that
the State Board considers relevant to assess thesSedterts to
improve student performance. As a part of the anfnegdort card

for each local school administrative unit, the St&oard shall
awardhward in accordance withG.S.115G83.11, an overall
numerical schoohchievement, growthand performance score on a
scale of zero to 100 and a correspongiegormancdetter grade of

A, B, C, D, or F earned by each school within theal school
administrative unit. The school performance score and grade shall
reflect student performance on annual subggecific assessments,
college and workplace readiness measures, and graduation rates. For
schools serving students in any gradenfrkindergarten to eighth
grade, separate performance scores and grades shall also be awarded
based on the school performance in reading and mathematics
respectively. The annuateport card for schools serving students in
third grade also shall includénd number and percentage of third
grade students who (i) take and pass the alternative assessment of
reading comprehension; (ii) were retained in third grade for not
demonstrating reading proficiency as indicate®i®.115G83.7(a);

and (iii) were exemptirom mandatory third grade retention by
category of exemption as listed@S.115G83.7(b)"

SECTION 9.4.(d) G.S.115G12(24) reads as rewritten:

"(24) Duty to Develop Standards for Alternative Learning Programs, Provide
Technical Assistance on Implentation of Programs, and Evaluate
Programs.i The State Board of Education shall adopt standards for
assigning students to alternative learning programs. These standards shall
include (i) a description of the programs and services that are recommended
to be provided in alternative learning programs and (ii) a process for
ensuring that an assignment is appropriate for the student and that the
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student parents are involved in the decision. The State Board also shall
adopt policies that define what constittan alternative school and an
alternative learning program.

The State Board of Education shall also adopt standards to require that
local school administrative units shall use (i) the teachers allocated for
students assigned to alternative learning pmogrgursuant to the regular
teacher allotment and (ii) the teachers allocated for students assigned to
alternative learning programs only to serve the needs of these students.

The State Board of Education shall provide technical support to local
school admistrative units to assist them in developing and implementing
plans and proposals for alternative learning programs.

The State Board shall evaluate the effectiveness of alternative learning
programs and, in its discretion, of any other programs funded fre
Alternative Schools/ARisk Student allotment. Local school administrative
units shall report to the State Board of Education on how funds in the
Alternative Schools/ARisk Student allotment are spent and shall otherwise
cooperate with the State Boaof Education in evaluating the alternative
learning programs. As part of its evaluation of the effectiveness of these
programs, the State Board shall, through the application of the accountability
system developed und&.S.115G83.11 andG.S.115G 10535, measure
the educational performance and growth of students placed in alternative
schools and alternative programs. If appropriate, the Board may modify this
system to adapt to the specific characteristics of these schools. Also as part
of its evaluatbn, the State Board shall evaluate its standards adopted under
this subdivision and make any necessary changes to those standards based
on strategies that have been proven successful in improving student
achievement and shall report to the Joint Legistattducation Oversight
Committee by April 15, 2006 to determine if any changes are necessary to
improve the implementation of successful alternative learning programs and
alternative schools.

SECTION 9.4.(e) It is the intent of the General Assembly to \pde clear
information to the public regarding school performance. To this end, the State Board of
Education shall do the following when providing information on school report cards as required
by G.S.115G12(9)cl.:

(1)  Solely use the school performancede calculation method and resulting
scores and grades as provided un@e8.115G83.11, as enacted by this
section.

(2) Include a description understandable by members of the general public of
the school performance grade calculation method and regdtores and
grades.

SECTION 9.4.(f) The State Board of Education shall issue the first annual report

cards unde:.S.115G12(9)cl., as amended by this section, no earlier than August 1, 2014.

SECTION 9.4.(g) This section applies beginning with the 34014 school year.

PAY FOR EXCELLENCE

SECTION 9.5. When a robust evaluation instrument and process that accurately
assesses and evaluates the effectiveness of teachers, especially in the area of student growth, is
wholly implemented in North Carolinat is the intent of the General Assembly that the
evaluation instrument and process be utilized in the implementation of a plan of performance
pay for teachers in this State.
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TEACHER CONTRACTS
SECTION 9.6.(a) G.S.115G325 is repealed.
SECTION 9.6.(b) Pat 3 of Article 22 of Chapter 115C of the General Statutes is
amended by adding new sections to read:
"§115CG325.1 Definitions.
As used in thifart, the following definitions apply

(1) "Day' means calendar day. In computing any period of time, Ruiktée
North Carolina Rules of Civil Procedure shall apply.

(20 "Demoté means to reduce the salary of a person who is classified or paid by
the State Board of Education as a classroom teacher or as a school
administratorduring the time of the contracthe word"demoté€ does not
include (i) a suspension without pay pursuantt8.115G3255(a); (ii) the
elimination or reduction of bonus payments, including rrsaged
supplements or a systemwide modification in the amount of any applicable
local supplemant; (iii) any reduction in salary that results from the
elimination of a special duty, such as the duty of an athletic coach or a choral
director, or (iv) any reduction of pay as compared to a geom ofcontract

(3) "Disciplinary suspensidnmeans dfinal decision to suspend a teacher or
school administrator without pay for no more than 60 days under
G.S.115G3255(b).

(4) "Residential schoblmeansa school operated by the Department of Health
and Human Services that provides residential servicasitients pursuant to
Part 3A of Aticle 3 of Chapter 143Bf the General Statutes a school
operated pursuant to Article 9C of Chapter 1¢he General Statutes

(5)  "School administratérmeans a principal, assistant principal, supervisor, or
direcbr whose major function includes the direct or indirect supervision of
teaching or any other part of the instructional progras provided in
G.S.115G287.1(a)(3).

(6) "Teachet means a persameeting each of the following requirements

a. Who holds atdastone of the followindicenses issukby the State
Board of Education
1. A currentstandardprofessionakducatols license.

2. A current lateral entry teaching license
3. A reqular, not expired, vocational license

b. Whose major responsibility i® teach or directly supervise teaching
or who is classified by the State Board of Education or is paid either
as a classroom teacher or instructional support personnel

C. Who is employed to fill a fultime, permanent position.

(7)  "Year' means a calendgear beginning Jul§ andendingJune 30.
"§ 118C-325.2. Personnel files.

(a) Maintenance of Personnel File.The superintendent shall maintain in lis her
office_a personnel file for each teacher that contains any complaint, commendation, or
suggestin for correction or improvement about the teashgrofessional conduct, except that
the superintendent may elect not to place in a teadier(i) a letter of complaint that contains
invalid, irrelevant, outdated, or false information or (ii) a lkettEcomplaint when there is no
documentation of an attempt to resolve the issue. The complaint, commendation, or suggestion
shall be signed by the person who makes it and shall be placed in the'sefilehenly after
five days notice to the teacher. iy denial or explanation relating to such complaint,
commendation, or suggestion that the teacher desires to make shall be placed in the file. Any
teacher may petition the local board of education to remove any informatiorthiect®aches
personnel filehatthe teacherdeems invalid, irrelevant, or outdated. The board may order the
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superintendent to remove said information if it finds the information is invalid, irrelevant, or
outdated.

(b) Inspection of Personnel Files.The personnel file shall be ep for the teach&r
inspection at all reasonable times but shall be open to other persons only in accordance with
such rules and requlations as the board adopts. Any preemployment data or other information
obtained about a teacher befdhne teachés emgdoyment by the board may be kept in a file
separate fronthe teaches personnel file and need not be made availabldnéoteacherNo
data placed in the preemployment file may be introduced as evidence at a hearing on the
dismissal or demotion of a teamh except the data may be used to substantiate
G.S.115G3254(a)(7) or G.S.115G3254(a)(14) as grounds for dismissal or demotion.

"§ 115G325.3. Teachercontracts.

(a) Length ofContract.i A contract between the local board of education and a teacher
who has been employed by the local board of educétioless than three years shall be for a
term of one school year. A contract or renewal of contract between the local board of education
and a teacher who has been employed byated board of educain for three years or more
shallbe for a term of one, two, or four school years.

(b)  SuperintendenRecommendation to Local BoafidLocal boards of education shall
employ teachers upon the recommendation of the superartetfca superintendent intesdo
recommend to the local board of education that a teacher be offered a new or renewed contract,
the superintendent shall submit the recommendation to the local board for amuticshall
include in the recommendation the length of the term of conthastiperintendent shadinly
recommenda teacherfor a contract ofa termlonger than onechoolyear if the teacher has
shown effectiveness as demonstrabgdproficiencyon the evaluation instrumenfThe local
board may approve the superintenterdconmendation maydecide not to offer theeachema
new or renewedcontract or may decide to offer the teacher a renewed contract for a different
term than recommended by tha@perintendent

(©) Dismissal During Term of Contradt A teacher shall not be asssed or demoted
during the term of the contract except for the grounds and by the procedure set forth in
G.S.115G3254.

(d) Recommendation on Nonrenewallf a superintendent decides not to recommend
that the local board of education offer a renewauakract toa teacherthe superintendent shall
give theteachemvritten notice othedecision no later thadune 1

(e) Right to Petition for Hearind. A teacher shall have the right to petition the local
board of education for a hearimg later tharlO days after receiving written notic€he local
board mayin its discretion,grant a hearing regarding the superintendeetommendation for
nonrenewal. The local board of education shall notify the teacher making the petition of its
decision whether tgrant a hearindf the request for a hearing is grantéite local board shall
conduct a hearing pursuant to the provision&@.115G45(c) and make a final decision on
whether to offer théeachem renewedontract.The board shall notify a teach&hose contract
will not be renewed for the next school year of its decision by June 15; provided, however, if a
teacher submits a request for a hearing, the board shall provide the nonrenewal notification
within 10 days of the hearingr such later date wm the written consent of the superintendent
and teacherA decision not to offera teachera renewedcontract shall not be arbitrary,
capricious, discriminatory, for personal or political reasongnoany basis prohibited by State
or federal law

) Falure to Offer Contract or Notify on Nonrenewal of Contraclf a teacher fails to
receive a contract offdsut does not receive written notification frothe superintenderdf a
recommendation ohonrenewal and the teacher continues to teach in thealla&chool
administrative unit without entering into a contract with the local board, upon discovery of the
absence of contract, the board by majority vote shall do one of the following:
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(1) Offer the teacher a ongear contract expiring no later than JU of the
current school year.

(2) Dismiss the teacher and provide the teacher with the equivalent of one
additional montls pay. A teacher dismissed as provided in this section shall
be considered an-atill employee and shall not be entitled to a heawing
appeal of the dismissal.

[(e)] Local boards of education and teachers employed by the local boarchutasily
modify the terms of the camtctto permit partime employmentAn individual thatmutually
modifiesa full-time contract to permit patime employmenr enters into a patime contract
is not a teacher as defined@S.115G325.16).

"8 115G325.4 Dismissal or demotion for cause

(a) Grounds.i No teachershall be dismissedlemotedor reduced temploynenton a
parttime basigfor disdplinary reasongluring the term of theontractexcept for one or more
of the following:

1) Inadequate performanceln determining whether the professional
performance of a teacher is adequate, consideration shall be given to regular
and special evaluatn reports prepared in accordance with the published
policy of the employing local school administrative unit and to any
published standards of performance which shall have been adopted by the
board. Inadequate performance for a teacher shall mean (faithee to
perform at a proficient level on any standard of the evaluation instrument or
(i) otherwise performing in a manner that is below standard.

(2) Immorality.

3 Insubordination.

4 Neglect of duty.

(5) Physical or mental incapacity.

(6) Habitual or excessive use of alcohol or nonmedical use of a controlled
substance as defined in Article 5 of Chapter 90 of the General Statutes.

(7 Conviction of a felony or a crime involving moral turpitude.

(8)  Advocating the overthrow of the government of theiteld States or of the
State of North Carolina by force, violence, or other unlawful means.

9 Failure to fulfill the duties and responsibilities imposed upon teachers or

school administrators by the General Statutes of this State.

(10) Failure to complywith such reasonable requirements as the board may
prescribe.

(11) Any cause which constitutes grounds for the revocation of the téacher
teaching license or the school administratadministrator license.

(12) Failure to maintain his or her licensearturrent status.

(13) Failure to repay money owed to the State in accordance with the provisions
of Article 600of Chapter 143 of the General Statutes.

(14) Providing false information or knowingly omitting a material fact on an
application for employmerdr in response to a preemployment inquiry.

(15) A justifiable decrease in the number of positions due to district
reorganization, decreased enroliment, or decreased funding.

(b) Dismissal Procedurei The procedures providein G.S.115G325.6 shall be
followed for dismissls, demotons, or redutions to parttime employmentfor _disciplinary
reasongor any reason specified in subsectiondfbhis section
"8 115G325.5 Teacher suspension

(a) ImmediateSuspension Without Pay If a superintendent belves that cause exists
for _dismissing a teacher for any reason specifiedsif.115G3254 and that immediate

suspension of the teacher is necessary, the superintendent may suspend the teacher without pay.
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Before suspending a teacher without pay, the rsuie@dent shall meet with the teacher and
give him or her written notice of the charges against the teacher, an explanation ofstierbas
the charges, and an opportunity to respond. Within five days after a suspension under this
subsectionthe superitendent shall initiate a dismissal, demotion, or disciplinary suspension
without pay as provided in this section. If it is finally determined that no grounds for dismissal,
demotion, or disciplinary suspension without pay exist, the teacher shall beateginst
immediately, shall be paid for the period of suspension, and all records of the suspension shall
be removed from the teachepersonnel file.

(b) Disciplinary Suspension Without Pay. A teacher recommended for disciplinary
suspension without pay magquest a hearing before the bodrde hearing shall be conducted
as provided in5.S.115G325.7.1f no request is made within 15 days, the superintendent may
file his or her recommendation with the board. If, after considering the recommendation of the
superintendent and the evidence adduced at the hearing if one is held, the board concludes that
the grounds for the recommendation are true and substantiated by a preponderance of the
evidence, the board, if it sees fit, may by resolution order such sigpen

(c) Suspension With Pay. If a superintendent believes that cause may exist for
dismissing or demoting a teacher for any reasons specifie@.$1115G3254 but that
additional investigation of the facts is necessary and circumstances are sutie tiezcher
should be removed immediately fraime teacheés duties, the superintendent may suspend the
teacher with pay for a reasonable period of time, not to exceed 90 days. The superintendent
shall notify the board of education within two daystlé superintedents action and shall
notify the teacher within two days of the action and the reasons for it. If the superintendent has
not initiated dismissal or demotion proceedings against the teacher within-tey @@riod,
the teacher shall be reinsdt to the teachés duties immediatelyand all records of the
suspension with pay shall be removed from the te&chersonnel file ahe teachés request.
However, if the superintendent and thkeacheragree to extend the Qfay period, the
superintedent may initiate dismissal or demotion proceedings against the teacher at any time
during the period of the extension.
"8 115G3256. Procedure for dismissal or demotion of teacherfor cause

(a) Recommendation of Dismissal or DemotidnA teachermay not be dismissed,
demoted, or reduced to pdithe employmenfor disciplinary reasonduring the term of the
contractexcept upon the superintendemecommendatiobased on one or more of the grosind
in G.S.115G325.4

(b) Notice of Recommendation. Before recommending to a board the dismissal or
demotion ofa teacherthe superintendent shall give written notice to tdecherby certified
mail or personal delivery dhe superintendestintention to make such recommendation and
shall set forth asart ofthe superintendestrecommendation the grounds upon which he or she
believes such dismissal or demotion is justified. The superintendent also shall meet with the
teachemlnd provide written notice of the charges againsteheheran explanationf the basis
for the charges, and an opportunity to respond if téscherhas not done so under
G.S.115G3255(a) The notice shall include a statement to the effect thatetieher within
14 days after the date of receipt of the notoay request aearing before the board on the
superintenderd recommendationA copy of Part 3 of Article 22 of Chapter 1156f the
General Statuteshall also be sent to theacher

© Request for Hearing.i Within 14 days after receipt of the noticeof
recommendatin, theteachemay file with the superintendent a written request for a hearing
before the board on the superinteneracommendationhe superintendent shall submit his
or_herrecommendatiorto the boardWithin five days after receiving the superintents
recommendation and before taking any formal action, the board shall set a time and place for
the hearing and shall notify the teacher by certified mail or personal delivery of the date, time,
and place of the hearing. The time specified shall eoiebs than 10 nor more than 30 days
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after the board has notified the teacher, unless both parties agree to an exidwslgaring
shall be conducted as provideddnS.115G325.7.

(d) No Requesfor Hearing.i If the teachemoes not request a hearibgforethe board
within the 14 days provided, the superintendent may submit his or her recommendation to the
board The board, if it sees fit, may by resolution (i) reject the superintesdenbmmendation
or (ii) accept or modify the superintendesnmecommendation and dismiss, demote, reinstate, or
suspend theeachemwithout pay.
"§ 115G3257. Hearing before board.

(a) The following procedures shall apply for a board heaforgdismissal, demotion,
reductionto parttime employment for disciplinargeasonsor disciplinary suspension without

pay.

(1) The hearing shall be private.

(2) The hearing shall be conducted in accordance with reasonable rules adopted
by the State Board of Education to govern such hearings.

(3) At the hearing, théeacherandthe superintendent shall have the right to be
present and to be heard, to be represented by counsel, and to present through
witnesses any competent testimony relevant to the issue of whether grounds
exist for adismissal, demotion, reductioro tparttime anployment for
disciplinary reasons, alisciplinary suspension withopay.

4) Rules of evidence shall not apply to a hearing under this subsextidrthe
board may give probative effect to evidence that is of a kind commonly
relied on by reasonably ptant persons in the conduct of serious affairs.

(5) At leastfive days before the hearing, the superintendent shall provide to the
teachera list of withesses the superintendent intends to present, a brief
statement of the nature of the testimony of eaithess, and a copy of any
documentary evidence the superintendent intends to present.

(6) At least three days before the hearing, theachershall provide the
superintendent a list of witnesses tteacherintends to present, a brief
statement of the nate of the testimony of each witness, and a copy of any
documentary evidence theachelintends to present.

(1) No new evidence may be presented at the hearing except upon a finding by
the board that the new evidence is critical to the matter at issubapdrty
making the request could not, with reasonable diligence, have discovered
and produced the evidence according to the schedule provided in this
section.

(8) The board may subpoena and swear withesses and may require them to give
testimony and to mduce records and documents relevant to the grounds for
dismissal, demotion, reduction to p#rhe employment for disciplinary
reasons, or disciplinary suspension without pay.

(9) The board shall decide all procedural issues, including limiting cumulative
evidence, necessary for a fair and efficient hearing.

(10) The superintendent shall provide for making a transcript of the hedieg.
teachermay request and shall receive at no charge a transcript of the
proceedings.

"§ 115G325.8. Right of appeal.

@ A teacher wb (i) has beerdismissed, demotedr reduced to employment on a
parttime basis for disciplinary reasons during the term of the contract as provided in
G.S.115G325.4, orhas received aisciplinary suspension without pags provided in
G.S 115G325.5 and (ii) requestedand participated ira hearing before the local board of
education,shall havea furtherright of appeal from thdinal decision of the local boardf
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education to the superior court of the Stateoor or more ofhe following groundsthat the
decision

Is in violation of constitutional provisions
Is in excess of the statutory authority or jurisdiction of the board
Wasmade upon unlawful procedure
Is affected by other error of law
Is unsupported by bstantial evidence in view of the entire record as
submitted
(6) Is arbitrary or capricious.

(b)  An appeal pursuant to this section must be filed within 30 days of notification of the
final decision of the local board of education and shall be decidétecdministrative record.
The superior court shall haesithorityto affirm or reverse the local bo&dlecision or remand
the matter to the local board of education. The superiat eball not have authority to award
monetary damages or to direct tleeal board of education to enter into an _employment
contract of more than one year, ending June 30.

"§ 115G3259. Teacher resignation

(a) Teacher Resignation Following Recommendation for Dismi$sHla teacherhas
been recommended for dismissal un@S.115G3254 and theteacherchooses to resign
without the written agreement of the superintendien:

(1) The superintendent shall report the matter to the State Board of Education.

(2) Theteachershall be deemed to have consented to (i) theeplaat in the
teaches personnel file of the written notice of the superintendantention
to recommend dismissal and (ii) the release of the fact that the
superintendent has reported thésicherto the State Board of Education to
prospective employersipon request. The provisions®fS.115G321 shall
not apply to the release of this particular information.

(3) The teachershall be deemed to have voluntarily surrendered his or her
license pending an investigation by the State Board of Education in a
determination whether or not to seek action againsttébhehes license.

This license surrender shall not exceed 45 days from the date of resignation.
Provided further that the cessation of the license surrender shall not prevent
the State Board of Edutten from taking any further action it deems
appropriate. The State Board of Education shall initiate investigation within
five working days of the written notice from the superintendent and shall
make a final decision as to whether to revoke or susperidabhes license

within 45 days from the date of resignation.

(b)  Thirty Days Notice ResignatiorRequirementi A teachemwho is not recommended
for dismissal should not resigiuring the term of the contragtithout the consent of the
superintendent nless he or she has given at least 30 'dagsce. If a teacher who is not
recommended for dismissal does redsiuming the term of the contraatithout giving at least
30 daysnotice, the board may request that the State Board of Education revokeadheiste
license for the remainder of that school year. A copy of the request shall be placed in the
teaches personnel file.

"8 115G32510. Application to certain institutions.

Notwithstanding any law or regulation to the contrary, fPastshall applyto all persons
employed in teaching and related educational classes in the schools and institutions of the
Departments ofHealth and Human Servicesnd Public Instructionand the Divisiors of
Juvenile Justicand Adult Correctiorof the Department of PublSafety regardless of the age
of the students.

"8 115G32511 Dismissal of school administrators and teachers employed in
low-performing residential schools.

CBERRE
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(a) Notwithstanding any other provision of this section or any other law,ségton
shall govern the dismissal by thetate Board of Educatioaf teachers, principals, assistant
principals, directors, supervisors, and other licensed personnel assigned to a residential school
that the State Board has identified as-Hoevforming and to which th&tate Board has assigned
an assistance team. TlState Boardshall dismiss a teacher, principal, assistant principal,
director, supervisor, or other licensed personnel wheftidie Boardeceives two consecutive
evaluations that include written findingand recommendations regarding that pegsson
inadequate performandmm the assistance team. These findings and recommendations shall
be substantial evidence of the inadequate performance of the teacher or school administrator.

(b) The State Boardmay digniss a teacher, principal, assistant principal, director,
supervisor, or other licensed personnel when:

(1) The State Boarddetermines that the school has failed to make satisfactory
improvement after the State Board assigned an assistance team to that
school.

(2) That assistance team makes the recommendation to dismiss the teacher,
principal, assistant principal, director, supervisor, or other licensed personnel
for one or more grounds establishedG@nS.115G3254 for dismissal or
demotion of aeacher

Within 30 days of any dismissal under thigbsection a teacher, principal, assistant
principal, director, supervisor, or other licensed personnel may request a hearing before a panel
of three members designated by Bimte Board The State Boardshall alopt procedures to
ensure that due process rights are afforded to persons recommended for dismissal under this
subsectionDecisions of the panel may be appealed on the record 8idateeBoard

© Notwithstanding any other provision of this section my ather law, thisubsection
shall govern the dismissal by tB¢ate Boaraf licensed staff members who have engaged in a
remediation plan undés.S.115G105.38A(c) but who, after one retest, fail to meet the general
knowledge standard set by the Statard. The failure to meet the general knowledge standard
after one retest shall be substantial evidence of the inadequate performance of the licensed staff
member.

Within 30 days of any dismissal under thissectiona licensed staff member may request
a hearing before a panel of three members designated ByaieeBoardThe State Boardghall
adopt procedures to ensure that due process rights are afforded to licensed staff members
recommended for dismissal under thishsectionDecisions of the pane@hay be appealed on
the record to th&tate Board

(d) The State Boardor the superintendent of a residential school may terminate the
contract of a school administrator dismissed undergéetion. Nothing in this section shall
prevent theState Boardrom refusing to renew the contract of any person employed in a school
identified as lowperforming.

(e) Neither party to a school administrator teachercontract is entitled to damages
under this section.

(f) The State Boardghall have the right to subpwee withesses and documents on behalf
of any party to the proceedings under this section.

"8 115CG32512. Procedure for dismissal of principals employed in lowperforming

schools.

(a) Dismissal of Principals Assigned to LeRgforming Schools With Assistare
Teams.i Notwithstanding any other provision of thiart or any other law, thisection
governs the State Boasddismissal of principals assigned to tperforming schools to which
the StateBoard has assigned an assistance team

(b)  Authority of Staé Board to Dismiss Principal. The State Board through its
designee may, at any time, recommend the dismissal of any principal who is assigned to a
low-performing school to which an assistance team has been assigned. The State Board through
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its designeelwll recommend the dismissal of any principal wherStadeBoard receives from
the assistance team assigned to that prirsipahool two consecutive evaluations that include
written findings and recommendations regarding the prinsipsedequate pafmance.

(€) Procedure$or Dismissalof Principal.t

1) If the State Board through its designee recommends the dismissal of a
principal under thissection the principal shall be suspended with pay
pending a hearing before a panel of three members @tdte Board. The
purpose of this hearing, which shall be held within 60 days after the
principal is suspended, is to determine whether the principal shall be
dismissed.

(2) The panel shall order the dismissal of the principal if it determines from
availabe information, including the findings of the assistance team, that the
low performance of the school is due to the priné&pahadequate
performance.

(3) The panel may order the dismissal of the principal if (i) it determines that the
school has not madsatisfactory improvement after the State Board assigned
an _assistance team to that school and (ii) the assistance team makes the
recommendation to dismiss the principal for one or more grounds
established i165.S.115G3254 for dismissal or demotion ofteacher

4 If the State Board or its designee recommends the dismissal of a principal
before the assistance team assigned to the prilscgEiool has evaluated
that principal, the panel may order the dismissal of the principal if the panel
determinesrbm other available information that the low performance of the
school is due to the principginadequate performance.

(5) In all hearings under thisection the burden of proof is on the principal to
establish that the factors leading to the sckdoilv performance were not
due to the principa inadequate performance. In all hearings urnbter
section the burden of proof is on the State Board to establish that the school
failed to make satisfactory improvement after an assistance team was
assignedto the school and to establish one or more of the grounds
established for dismissal or demotion déacheunderG.S.115G3254.

(6) In all hearings under thisection two consecutive evaluations that include
written findings and recommendations regagdthat principals inadequate
performance from the assistance team are substantial evidence of the
inadequate performance of the principal.

(7)  The State Board shall adopt procedures to ensure that due process rights are
afforded to principals under thisedion. Decisions of the panel may be
appealed on the record to the State Board.

(d) The State Board of Education or a local board may terminate the contract of a
principaldismissed under this section.

(e) Neither party to a school administrator contrecentitied to damages under this
section.

(f) The State Board shall have the right to subpoena witnesses and documents on behalf
of any party to the proceedings under this section.

"8 115G32513. Procedure for dismissal of teachers employed in lowerforming schools.

(@ Notwithstanding any other provision of thHartor any other law, thisectionshall
govern the State Bodsddismissal of teachers, assistant principals, directors, and supervisors
assigned to schools that the State Board has igehéi$ lowperforming and to which the State
Board has assigned an assistance team under Article 8B of this Chapter. The State Board shall
dismiss a teacher, assistant principal, director, or supervisor when the State Board receives two
consecutive evaluains that include written findings and recommendations regarding that
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persors _inadequate performancdrom the assistance team. These findings and
recommendations shall be substantial evidence of the inadequate performance of the teacher
assistant princigl, director, or supervisor

(b) The State Board may dismiss a teacher, assistant principal, director, or supervisor
when:

(1) The State Board determines that the school has failed to make satisfactory
improvement after the State Board assigned an assesteam to that school
underG.S.115G105.38; and

(2) That assistance team makes the recommendation to dismiss the teacher,
assistant principal, director, or supervisor for one or more grounds
established i15.S.115G3254 for dismissal or demotiofor cause

A teacher, assistant principal, director, or supervisor may request a hearing before a panel
of three members of the State Board within 30 days of any dismissal undsedtian The
State Board shall adopt procedures to ensure that due prodassarig afforded to persons
recommended for dismissal under thextion Decisions of the panel may be appealed on the
record to the State Board.

© Notwithstanding any other provision of thHtartor any other law, thisectionshall
govern the State Bwds dismissal of licensed staff members who have engaged in a
remediation plan unde€s.S.115G105.38A€) but who, after one retest, fail to meet the general
knowledge standard set by the State Board. The failure to meet the general knowledge standard
after one retest shall be substantial evidence of the inadequate performance of the licensed staff
member.

(d) A licensed staff member may request a hearing before a panel of three members of
the State Board within 30 days of any dismissal underst#iion The State Board shall adopt
procedures to ensure that due process rights are afforded to licensed staff members
recommended for dismissal under thection Decisions of the panel may be appealed on the
record to the State Board.

(e The State Board oEducation or a local board may terminate the contract of a
teacher, assistant principal, director, or supendsgmissed under this section.

) Neither party to a school administrator or teacher contract is entitled to damages
under this section.

(@) The State Board shall have the right to subpoena withesses and documents on behalf
of any party to the proceedings under this section.

SECTION 9.6.(c) G.S.115G45(c) reads as rewritten:

"(c) Appeals to Board of Education and to Superior CduAn appealshall lie to the
local board of education from any final administrative decision in the following matters:

(1) The discipline of a student unde&.S.115G390.7, 115€390.10, or
115G390.11;

(2)  An alleged violation of a specified federal law, State |8tgte Board of
Education policy, State rule, or local board policy, including policies
regarding grade retention of students;

3) The terms or conditions of employment or employment status of a school
employee; and

(4)  Any other decision that by statuteesffically provides for a right of appeal
to the local board of education and for which there is no other statutory
appeal procedure.

As used in this subsection, the tetfimal administrative decisionmeans a decision of a
school employee from which narther appeal to a school administrator is available.

Any person aggrieved by a decision not covered under subdivisions (1) through (4) of this
subsection shall have the right to appeal to the superintendent and thereafter shall have the right
to petitionthe local board of education for a hearing, and the local board may grant a hearing
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regarding any final decision of school personnel within the local school administrative unit.
The local board of education shall notify the person making the petitios @édision whether
to grant a hearing.

In all appeals to the board it is the duty of the board of education to see that a proper notice
is given to all parties concerned and that a record of the hearing is properly entered in the
records of the board concting the hearing.

The board of education may designate hearing panels composed of not less than two
members of the board to hear and act upon such appeals in the name and on behalf of the board
of education.

An appeal of right brought before a local boafdducation under subdivision (1), (23
or (4) of this subsection may be further appealed to the superior court of the State on the
grounds that the local bodsdlecision is in violation of constitutional provisions, is in excess of
the statutory athority or jurisdiction of the board, is made upon unlawful procedure, is affected
by other error of law, is unsupported by substantlal evidence in V|ew of the entire record as
submltted or is arbitrary or capricioddewey

h i , , decisions
0 ifi loyee. A
the

SECTION 9 6. (d) G.S. 115C 287 1 reads as rewrltten
"§ 115G287.1. Method of employment of principals, assistant principals, supervisors,
and directors.

(@ (1) BeginningJduly-1-1995-aAll personsemployed as school administrators

shall be employed pursuant to this section.

2 Nemmhetandmg@%&&%@%%a)@—meie%wmg—seheelﬂadﬂm%ators

3) For purposes of this section, school administrator means a:

a. Principal;

b. Assistant principal;
C. Supervisor; or

d. Director,

whose major function includes the direetindirect supervision of teaching
or of any other part of the instructional program.
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(b) Local boards of education shall employ school administratbesare-ineligiblefor
career—status—as—provided—i6-S-115G325(c3)—upon the recommendation of the
swerintendent. The initial contract between a school administrator and a local board of
education shall be for two to four years, ending on June 30 of the final 12 months of the
contract. In the case of a subsequent contract between a principal or apsistamdl and a
local board of education, the contract shall be for a term of four years. In the case of an initial
contract between a school administrator and a local board of education, the first year of the
contract may be for a period of less thamiénths provided the contract becomes effective on
or before September 1. A local board of education may, with the written consent of the school
administrator, extend, renew, or offer a new school adminisgatontract at any time after the
first 12 monhs of the contract so long as the term of the new, renewed, or extended contract
does not exceed four years. Rolling annual contract renewals are not allowed. Nothing in this
section shall be construed to prohibit the filling of an administrative postican interim or
temporary basis.

(©) The term of employment shall be stated in a written contract that shall be entered
into between the local board of education and the school administrator. The school
administrator shall not be dismissed or demotedndutie term of the contract except for the
grounds and by the procedure by whictaeeeiteacher may be dismissed or demdtedcause
as set forth i5-S-3156325G.S.115G325 4.

(d) If a superintendent intends to recommend to the local board of extutiaat the
school administrator be offered a new, renewed, or extended contract, the superintendent shall
submit the recommendation to the local board for action. The local board may approve the
superintenderg recommendation or decide not to offer thehool administrator a new,
renewed, or extended school administratoontract.

If a superintendent decides not to recommend that the local board of education offer a new,
renewed, or extended school administratocontract to the school administratdhe
superintendent shall give the school administrator written notice of his or her degisidhe
reasons—for-his—or-her—decisim later than May 1 of the final year of the contract. The
superintenderg reasons may not be arbitrary, capricious, Oiigoatory, personal,ef
politicakpolitical, or prohibited by State or federal laMo action by the local board or further
notice to the school administrator shall be necessary unless the school administrator files with
the superintendent a written reqyesithin 10 days of receipt of the superintendedecision,
for a hearing before the local board. Failure to file a timely request for a hearing shall result in a
waiver of the right to appeal the superintentdedecision. If a school administratorefl a
timely request for a hearing, the local board shall conduct a hearing pursuant to the provisions
of G.S.115G45(c) and make a final decision on whether to offer the school administrator a
new, renewed, or extended school administitmntract.

If the local board decides not to offer the school administrator a new, renewed, or extended
school administratés contract, the local board shall notify the school administrator of its
decision by June 1 of the final year of the contract. A decision natffes the school
administrator a new, renewed, or extended contract may be for any cause that is not arbitrary,
capr|C|ous dlscrlmlnatory personal*—pehﬁe&Lpolltlcal or Drd’1lblted bv State or federal law

0 A ended
- ; . ey e i ele 4 of

(e) Repealed by Session Laws 1995, c. 369, s. 1.

() If the superintendentr the local board of education fails to notify a school
administrator by June 1 of the final year of the contract that the school administrator will not be
offered a new school administratrcontract, the school administrator shall be entitled to 30
days of additional employment or severance pay beyond the date the school administrator
receives written notice that a new contract will not be offered.
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(h)  An individual who holds a provisional assistant princgpak+tificatdicense and
who is employed as aassistant principal und&.S.115G284(c) shall be considered a school
administrator for purposes of this section. Notwithstanding subsection (b) of this section, a
local board may enter into oiyear contracts with a school administrator who holds a
prowsmnal aSS|stant prlncudaleemﬂea{ellcense lif—the—seheel—aelmmls#atepheld—eame#status

demeted—unde@%—l—l%@-%%—Nothlng in thls subsectlon OG S 115C 284(0) shaII be
construed to require a local board to extend or renew the contract of a school administrator who
holds a provisional assistant princip&ertificatelicense’

SECTION 9.6.(e) The State Board of Educati shall develop by rule as provided
in Article 2A of Chapter 150Bf the General Statutesmodel contract for use by local boards
of education in awarding teacher contracts. The State Board may adopt a temporary rule for a
model contract as provided @&S.150B-21.1 to provide a contract to local boards of education
no later than January 1, 2014, but shall replace the temporary rule with a permanent rule as
soon as practicable.

SECTION 9.6.(f) G.S.115G325(c)(1) through (c)(3) an®.S.115325(c)(5) ad
(c)(6) arerepealed effective August 1, 2013. Individuals who have not received career status
prior to the 2012014 school year shall not be granted career status during the2Q043
school year. All teachers who have not been granted career statu® phie 2013014 school
year shall be offered only ofny@ar contracts, except for qualifying teachers offered ayear
contract as provided in subsection (g) of this section, until the-2018 school year.

SECTION 9.6.(g) Beginning September 1, 28, to June 30, 2014, all
superintendents shall review the performance and evaluations of all teachers who have been
employed by the local board for at least three consecutive years. Based on these reviews, the
superintendent shall identify and recommeodhe local board twentfjve percent (25%) of
those teachers employed by the local board for at least three consecutive years to be awarded
four-year contracts beginning with the 262@15 school year. The superintendent shall not
recommend to the locablrd any teacher for a foyear contract unless that teacher has shown
effectiveness as demonstrated by proficiency on the teacher evaluation instrument. The local
board of education shall review the superinteridemcommendation and may approve that
recommendation or may select other teachers as part of the tfwanfpyercent (25%) to offer
four-year contracts, but the local board shall not offer any teacher -gdaurcontract unless
that teacher has shown effectiveness as demonstrated by proficrettoy teacher evaluation
instrument. Contract offers shall be made and accepted no later than June 30, 2014. A teacher
shall cease to be employed pursuar®18.115G325 and voluntarily relinquishes career status
or any claim of career status by aceeye of a fouyear contract as provided in this section.

SECTION 9.6.(h) Teachers employed by a local board of education on aykar
contract beginning with the 2012D15 school year shall receive a five hundred dollar
($500.00) annual pay raise faah year of the fowyear contract.

SECTION 9.6.(i) Subsection (a) of this section becomes effective June 30, 2018,
and no teacher employed by a local board of education on or after that date shall have career
status.G.S.115G325 applies only to teactewith career status after June 30, 2014.
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SECTION 9.6.(j) Subsection (b) of this section becomes effective July 1, 2014.
G.S.115G325.1 throughG.S.115G325.13, as enacted by this section, shall apply to all
teachers on oneor fouryear contracts begnng July 1, 2014G.S.115G325.1 through
G.S.115G325.13, as enacted by this section, shall apply to all teachers employed by local
boards of education or the State on or after July 1, 2018.

SECTION 9.6.(k) Subsections (c) and (d) of this section beeaffective July 1,

2014, and apply to all employees employed on or after that date.

SECTION 9.6.(I) Except as otherwise provided in this section, this section is

effective when this act becomes law.

TEACHER CONTRACT CONFORMING CHANGES

SECTION 9.7.(a) G.S.115G105.26(b)(2) reads as rewritten:

"(2) State rules and policies, except those pertaining to public school State salary
schedules and employee benefits for school employees, the instructional
program that must be offered under the Basic Educatiogr&n, the system
of employment for public school teachers and administrators set out in
G.S.115G287.1 ands-S-315G325jn Part 3of Article 22 of this Chapter,
health and safety codes, compulsory attendance, the minimum lengths of the
school day and y&, and the Uniform Education Reporting System.

SECTION 9.7.(b) G.S.115G105.37B(a)(2) reads as rewritten:

"(2) Restart model, in which the State Board of Education would authorize the
local board of education to operate the school with the same erespti
from statutes and rules as a charter school authorized under Part 6A of
Article 16 of this Chapter, or under the management of an educational
management organization that has been selected through a rigorous review
process. A school operated under shibdivision remains under the control
of the local board of education, and employees assigned to the school are
employees of the local school administrative unit with the protections
provided byG-S-315G325Part 3 of Article 22 of this Chaptér.

SECTION 9.7.(c) G.S.115G105.38A reads as rewritten:

"8 115G105.38A. Teacher competency assurance.

(d) Retesting; Dismissali Upon completion of the remediation plan required under
subsection (c) of this section, theertifiedicensed staff member shall k& the general
knowledge test a second time. If thertifiedicensedstaff member fails to acquire a passing
score on the second test, the State Board shall begin a dismissal proceeding under

6.S.115G325(g)}2a)G.S.115G325(q)(2a) 01G.S.115G325.13.
é

() Other Actions Not Precluded.Nothing in this section shall be construed to restrict
or postpone the following actions:

(1)  The dismissal of a principal undérS-315G325(gHG.S.115G32512

(2) The dismissal of a teacher, assistant princigiagctor, or supervisor under
G-S3156325(e2)5.S. 115G 325(g)(2) 0rG.S.115G 32513

3) The dismissal or demotion @fcaree-an employee for any of the grounds
listed undele-S-3156325(e)(5.S.115G325(e) 0rG.S.115G3254.

(4) The nonrenewalfaa school administratr orprebationarteache’s contract
of empleyment-eemployment.

5) TFhedecisionto-grantcareerstatus.

SECTION 9.7.(d) G.S.115G105.39 reads as rewritten:
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"§ 115G105.39. Dismissal or removal of personnel; appointment ofinterim
superintendent.

(@) Within 30 days of the initial identification of a school as {performing, whether
by the local school administrative unit und&iS.115G105.37(al) or by the State Board under
G.S.115G105.37(a), the superintendent shalletane of the following actions concerning the
schoo's principal: (i) recommend to the local board that the principal be retained in the same
position, (ii) recommend to the local board that the principal be retained in the same position
and a plan of reediation should be developed, (iii) recommend to the local board that the
principal be transferred, or (iv) proceed un@6-1156325G.S.115G325.4t0 dismiss or
demote the principal. The principal may be retained in the same position without a plan for
remediation only if the principal was in that position for no more than two years before the
school is identified as loygerforming. The principal shall not be transferred to another
principal position unless (i) it is in a school classification in witiod principal previously
demonstrated at least 2 years of success, (ii) there is a plan to evaluate and provide remediation
to the principal for at least one year following the transfer to assure the principal does not
impede student performance at theagho which the principal is being transferred; and (iii)
the parents of the students at the school to which the principal is being transferred are notified.
The principal shall not be transferred to another-p@sforming school in the local school
admiristrative unit. If the superintendent intends to recommend demotion or dismissal, the
superintendent shall notify the local board. Within 15 days of (i) receiving notification that the
superintendent intends to proceed un@e$-1156325G.S.115G325.4 or (ii) its decision
concerning the superintendsntecommendation, but no later than September 30, the local
board shall submit to the State Board a written notice of the action taken and the basis for that
action. If the State Board does not assign aistsce team to that school or if the State Board
assigns an assistance team to that school and the superintendent proceeds under
G- SA15G325G.S.115G325.4t0 dismiss or demote the principal, then the State Board shall
take no further action. If the &e Board assigns an assistance team to the school and the
superintendent is not proceeding un@e6-1156G325G.S.115G325.4t0 dismiss or demote
the principal, then the State Board shall vote to accept, reject, or modify the locak board
recommendatios The State Board shall notify the local board of its action within five days. If
the State Board rejects or modifies the local beaetommendations and does not recommend
dismissal of the principal, the State Bdardotification shall include recomméed action
concerning the principal assignment or terms of employment. Upon receipt of the State
Boards notification, the local board shall implement the State Boastommended action
concerning the principal assignment or terms of employment saléhe local board asks the
State Board to reconsider that recommendation. The State Board shall provide an opportunity
for the local board to be heard before the State Board acts on the locas bequest for a
reconsideration. The State Board shaltevto affirm or modify its original recommended
action and shall notify the local board of its action within five days. Upon receipt of the State
Boards notification, the local board shall implement the State B®dmdal recommended
action concerning thprincipak assignment or terms of employment. If the State Board rejects
or modifies the local boalaction and recommends dismissal of the principal, the State Board
shall proceed und€s-S-115G325(gHG.S.115G32512

(b) The State Board shgtiroceed unde6.S.115G325(q)(2)or G.S.115G 32513 for
the dismissal of teachers, assistant principals, directors, and supervisors assigned to a school
identified as lowperforming in accordance wite-S-315G325(gH2)G.S.115G325(q)(2) or
G.S.115G32513.

6

SECTION 9.7.(e) G.S.115G238.68(3) reads as rewritten:
"(3) Career—statukeave of absence from local school administrative nit.
ploy [ igl dfatus.
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a teacher employed by a locsdhool administrative unit makes a written
request for a leave of absence to teach at the regional school, the local school
administrative unit shall grant the leave for one year. For the initial year of
the regional scho@ operation, the local school mthistrative unit may
require that the request for a leave of absence be made up to 45 days before
the teacher would otherwise have to report for duty. After the initial year of
the regional schow operation, the local school administrative unit may
requre that the request for a leave of absence be made up to 90 days before
the teacher would otherwise have to report for duty. A local board of
education is not required to grant a request for a leave of absence or a
request to extend or renew a leave ddeadze for a teacher who previously
has received a leave of absence from that school board under this
subdivision. A teacher who has career status u@d8r115G325 prior to
receiving a leave of absence to teach at the regional school may return to a
public school in the local school administrative unit with career status at the
end of the leave of absence or upon the end of employment at the regional
school if an appropriate position is available. If an appropriate position is
unavailable, the teachgmame shall be placed on a list of available teachers
in accordance witks.S.115G325(e)(2):

SECTION 9.7.(f) G.S.115G276(l) reads as rewritten:

"(I)  To Maintain Personnel Files and to Participate in Firing and Demoting of Staff.
The superintendent shamaintain in hisor _her office a personnel file for each teacher that
contains complaints, commendations, or suggestions for correction or improvement about the
teacher and shall participate in the firing and demoting of staff, as provided in
G-S-1156325Part 3 of Article 22 of this Chaptér.

SECTION 9.7.(g) G.S.115G285(a)(7) reads as rewritten:

"(7) All persons employed as principals in the schools and institutions listed in
subsection{p)-06-S-115G325G.S.115G325.10 shall be compensated at
the same rate as are teachers in the public schools in accordance with the
salary schedule adopted by the State Board of Education.

SECTION 9.7.(h) G.S.115G304 is repealed.

SECTION 9.7.()) G.S.115G333 reads as rewritten:

"§ 115G333. Evaluation of Icensed employees including certain superintendents;
mandatory improvement plans; State board notification upon dismissal of
employees.

(@  Annual Evaluations; LowPerforming Schoolsi. Local school administrative units
shall evaluate at least once eachryahlicensed employees assigned to a school that has been
identified as lowperforming. The evaluation shall occur early enough during the school year to
provide adequate time for the development and implementation of a mandatory improvement
plan if oneis recommended under subsection (b) of this section. If the employee is a teacher
with career statusas defined undefG.S.115G325(a)(6), or a teacher as defined under
G.S.115G325.16), either the principal, the assistant principal who supervises #cbdg or
an assistance team assigned un@e$.115G105.38 shall conduct the evaluation. If the
employee is a school administrator as defined un@e$.115G287.1(a)(3), either the
superintendent or the superintendedesignee shall conduct the evéla

All teachers in lowperforming schools who hawest-attained-careerstaheen employed
for lessthan three consecutivgearsshall be observed at least three times annually by the
principal or the principa designee and at least once annually kgaeher and shall be
evaluated at least once annually by a principal. This section shall not be construed to limit the
duties and authority of an assistance team assigned to -peldorming school under
G.S.115G105.38.
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A local board shall use the pemioance standards and criteria adopted by the State Board
and may adopt additional evaluation criteria and standards. All other provisions of this section
shall apply if a local board uses an evaluation other than one adopted by the State Board.

(b) Mandatay Improvement Plans.

é

(2a) If a licensed employee in a leperforming school receives a rating on any
standard on an evaluation that is below proficient or otherwise represents
unsatisfactory or below standard performance in an area that the licensed
employee was expected to demonstrate, the individual or team that
conducted the evaluation shall recommend to the superintendent that (i) the
employee receive a mandatory improvement plan designed to improve the
employeés perfermance-eperformance(ii) the superintendent recommend
to the local board that the employeés a career status teacher the employee
be dismissed or demoteahd if the employee is a teachen contract the
teache’s contractnot be recommended for renewalr (iii) if the employee
engaged in inappropriate conduct or perfoet inadequately to such a
degree that such conduct or performance causes substantial harm to the
educational environmenthat a proceedingfor immediate dismissal or
demotion be instituted If the individual or eam that conducted the
evaluation elects not to malkéherany of the above recommendations, the
said individual or team shall notify the superintendent of this decision. The
superintendent shall determine whether to develop a mandatory
improvement plarplan, to not recommend renewal of the emploigee
contract,or to recommend a dismissal proceeding.

e

(c) Reassessment of Employee in a EBerforming Schooli After the expiration of
the time period for the mandatory improvement plan under subdivisionf(2apsection (b) of
this section, the superintendent, the superintefsdelgsignee, or the assistance team shall
assess the performance of the employee of thepkrforming school a second time. If the
superintendent, superintendsrdesignee, or astasce team determines that the employee has
failed to become proficient in any of the performance standards articulated in the mandatory
improvement plan or demonstrate sufficient improvement toward such standards, the
superintendent shall recommend tiiahe employee is deachemwith career status the teacher
be dismissed or demoted undeiS.115G325 or if the employee is deacheron contracthe
employeethe employe's contract not be renewed oif the employee has engagd in
inappropriate conducbr perforned inadequately to such a degree that such conduct or
performance causes substantial harm to the educational envirorthanthe emplose be
immediatelydismissed or demoted undérS-115G325G.S.115G325.4. The results of the
second assesamt shall constitute substantial evidence of the emplyasmdequate
performance.

(d) State Board Notification.i If a local board dismisses an employee of a
low-performing schoolho is a teachewith career statufr any reason except a reduction in
force underG.S.115G325(e)(1)I.,or dismissesan employee who is geacher on contrador
cause or elects to not renean employes contract as a result of a superintentent
recommendation under subsection (b) or (c) of this seatishall notify tre State Board of the
action, and the State Board annually shall provide to all local boards the names of those
individuals. If a local board hires one of these individuals, within 60 days the superintendent or
the superintendestdesignee shall observeetemployee, develop a mandatory improvement
plan to assist the employee, and submit the plan to the State Board. The State Board shall
review the mandatory improvement plan and may provide comments and suggestions to the
superintendent. If on the next ewation the employee receives a rating on any standard that
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was identified as an area of concern on the mandatory improvement plan that is again below
proficient or otherwise represents unsatisfactory or below standard performance, the local
board shall naty the State Board and the State Board shall initiate a proceeding to revoke the
employeés license unde®.S.115G296(d). If on this next evaluation the employee receives at
least a proficient rating on all of the performance standards that were i@tematsf areas of
concern on the mandatory improvement plan, the local board shall notify the State Board that
the employee is in good standing and the State Board shall not continue to provide the
individuals name to local boards under this subsectionsaniliee employees ateacherwith
career status anid subsequently dismissed underS.115G325 except for a reduction in
forceforce, or the employeeis a teacher on contracsubsequentlydismissed under
G.S.115G325.4.

6

SECTION 9.7.(j) G.S.115G333.1 reads as rewritten:

"8 115G333.1. Evaluation of teachers in schools not identified as leperforming;
mandatory improvement plans; State Board notification upon dismissal of
teachers.

(@ Annual Evaluations.i All teachers who are assigned to sclsotthat are not
designated as lowerforming and who have neaittained-career—statusen employed for at
leastthreeconsecutive yearshall be observed at least three times annually by the principal or
the principak designee and at least once annuallya lbgacher and shall be evaluated at least
once annually by a principal. All teachers with career statos a fouryear contractvho are
assigned to schools that are not designated agpdoferming shall be evaluated annually
unless a local board adsptules that allow teachers with career staiuson a fouryear
contractto be evaluated more or less frequently, provided that such rules are not inconsistent
with State or federal requirements. Local boards also may adopt rules requiring the annual
evaliation of nonlicensed employees. A local board shall use the performance standards and
criteria adopted by the State Board and may adopt additional evaluation criteria and standards.
All other provisions of this section shall apply if a local board uses/aluation other than one
adopted by the State Board.

(d) Reassessment of the Teacliedpon completion of a mandatory improvement plan
under subsection (b) of this section, the principal shall assess the performance of the teacher a
second time. Thermcipal shall also review and consider any report provided by the qualified
observer under subsection (c) of this section if one has been submitted before the end of the
mandatory improvement plan period. If, after the second assessment of the teacher and
consideration of any report from the qualified observer, the superintendent or superitgendent
designee determines that the teacher has failed to become proficient in any of the performance
standards identified as deficient in the mandatory improvemantqy demonstrate sufficient
improvement toward such standards, the superintendent may recommendiébaher with
career status be dismissed or demoted nBd®.115G325 or if the teacher is on contract that
theteaches contract not be renewed ibthe teachehasengaged in inappropriate conduct or
perforned inadequately to such a degree that such conduct or performance causes substantial
harm to the educational environment, that tisecher bémmediatelydismissed or demoted
under 6:S-3156325G.S5.115G325.4 The results of the second assessment produced
pursuant to the terms of this subsection shall constitute substantial evidence of thesteacher
inadequate performance.

(e) Dismissal Proceedings Without a Mandatory Improvement Pldhe alsence of a
mandatory improvement plan as described in this section shall not prohibit a superintendent
from initiating a dismissal proceeding against a teacher under the provisiesS-&156325.
G.S.115G325 0orG.S.115G325.4 However, the superintdent shall not be entitled to the
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substantial evidence provision in subsection (d) of this section if such mandatory improvement
plan is not utilized.

)] State Board Notificatiori. If a local board dismisses a teachgth career statufor
any reason ecept a reduction in force undé.S.115G325(e)(1)I.,or dismisses a teacher on
contractfor cause or elects to not renewtesmches contract as a result of a superintentient
recommendation under subsectia) ¢f this section,it shall notify the StateBoard of the
action, and the State Board annually shall provide to all local boards the names of those
teachers. If a local board hires one of these teachers, within 60 days the superintendent or the
superintenderd designee shall observe the teachereld@ a mandatory improvement plan to
assist the teacher, and submit the plan to the State Board. The State Board shall review the
mandatory improvement plan and may provide comments and suggestions to the
superintendent. If on the next evaluation the ieaceceives a rating on any standard that was
an area of concern on the mandatory improvement plan that is again below proficient or a
rating that otherwise represents unsatisfactory or below standard performance, the local board
shall notify the State Bwod, and the State Board shall initiate a proceeding to revoke the
teaches license undeG.S.115G296(d). If on the next evaluation the teacher receives at least
a proficient rating on all of the overall performance standards that were areas of @mtiern
mandatory improvement plan, the local board shall notify the State Board that the teacher is in
good standing, and the State Board shall not continue to provide the t®acmee to local
boards under this subsection unless the ted@®ecareertatus ands subsequently dismissed
underG.S.115G325 except for a reduction ferceforce or is a teacher on contract who is
subsequently dismissed underS.115G325.4.1f, however, on this next evaluation the teacher
receives a developing rating @my standards that were areas of concern on the mandatory
improvement plan, the teacher shall have one more year to bring the ratggfitient.
H;proficientif the local board elects to renew the teatsheontractif by the end of this second
yearyear the teacher is not proficient in all standards that were areas of concern on the
mandatory improvement plan, the local board shall notify the State Board, and the State Board
shall initiate a proceeding to revoke the teasharense unde®.S.115G296(d).

e."

SECTION 9.7.(k) G.S.115G335(b) reads as rewritten:

"(b) Training.T The State Board, in collaboration with the Board of Governors of The
University of North Carolina, shall develop programs designed to train principals and
superintendents ithe proper administration of the employee evaluations developed by the
State Board. The Board of Governors shall use the professional development programs for
public school employees that are under its authority to make this training available to all
principals and superintendents at locations that are geographically convenient to local school
administrative units. The programs shall include methods to determine whether an esiployee
performance has improved student learning, the development and impléomendét
appropriate professional growth and mandatory improvement plans, the process for contract
nonrenewal, and the dismissal process ur@e3-115G325Part 3 of Article 22 of this
Chapter.The Board of Governors shall ensure that the subject matthe afaining programs
is incorporated into the masters in school administration programs offered by the constituent
institutions. The State Board, in collaboration with the Board of Governors, also shall develop
in-service programs for licensed public schemployees that may be included in a mandatory
improvement plan created und&.S.115G333(b) or G.S.115G333.1(b). The Board of
Governors shall use the professional development programs for public school employees that
are under its authority to makeis training available at locations that are geographically
convenient to local school administrative uriits.

SECTION 9.7.(I) G.S.115G404(b) reads as rewritten:

"(b) Documents received under this section shall be used only to protect the safety of or

to improve the education opportunities for the student or others. Information gained in
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accordance witli5.S.7B-3100 shall not be the sole basis for a decision to suspend or expel a
student. Upon receipt of each document, the principal shall share the etdcwith those
individuals who have (i) direct guidance, teaching, or supervisory responsibility for the student,
and (ii) a specific need to know in order to protect the safety of the student or others. Those
individuals shall indicate in writing that thehave read the document and that they agree to
maintain its confidentiality. Failure to maintain the confidentiality of these documents as
required by this section is grounds for the dismissal of an employee wiod &nployed on
contract,grounds for dmissal of an employee on contraeta-careeremployed accordance
with G.S.115G325.4(a)(9) and is—grounds for dismissal of an employee who is a career
employedeacheiin accordance witls.S.115G325(e)(1)i"

SECTION 9.7.(m) G.S.143B-146.7(b) reds as rewritten:

"(b) At any time after the State Board identifies a school asperorming under this
Part, theSeeretaryState Boardghall proceed und€s.S.115G325(p1)or G.S.115G325.11 for
the dismissal ofertificatedicensednstructional persaonel assigned to that schdol.

SECTION 9.7.(n) G.S.143B-146.8 reads as rewritten:
"§ 143B146.8. Evaluation of eertificated-licensedpersonnel and principals; action plans;
State Board notification.

(@  Annual Evaluations; LowPerforming Schoolsi The principal shall evaluate at
least once each year @rtificatedlicensedpersonnel assigned to a participating school that
has been identified as leperforming but has not received an assistance team. The evaluation
shall occur early enough during theheol year to provide adequate time for the development
and implementation of an action plan if one is recommended under subsection (b) of this
section. If the employee is a teacher as defined un@&6115G325(a)N6),
G.S.115G325(a)(6) with career stz or a teacher as filed in G.S.115G325.16) on
contract either the principal or an assessment team assigned &8et43B-146.9 shall
conduct the evaluation. If the employee is a school administrator as defined under
G.S.115G287.1(a)(3), the Supatendent shall conduct the evaluation.

Notwithstanding this subsection or any other law, the principal shall observe at least three
times annually, a teacher shall observe at least once annually, and the principal shall evaluate at
least once annuallyllaeachers who haveet-attained-career—statisen employed for less
than three consecutive years.All other employees defined as teachers under
G.S.115G325(a)(6) with career status or teachers as definedsi.115G325.16) on a
four-year contractwho are assigned to participating schools that are not designated as
low-performing shall be evaluated annually unlessSheretaryState Boarchdopts rules that
allow specified categories of teachers with career statusn fouryear contractso be
evaluated more or less frequently. TBeeretanState Boardilso may adopt rules requiring the
annual evaluation aiencertificatechonlicensedgrersonnel. This section shall not be construed
to limit the duties and authority of an assistance team as&gnaeld“eperformmg school

(b) Actlon Plan3| If aeemﬂea%eelllcensedemployee ina part|0|pat|ng school that has
been identified as loywerformingreceives an unsatisfactory or below standard rating on any
function of the evaluation that is related to the emplsy@structional duties, the individual or
team that conducted the evaluation shall recommend to the principal that: (i) the employee
recave an action plan designed to improve the emplgyperformance; or (ii) the principal
recommende-the-Seeretarthat the employe@/ho is a career teachke dismissed or demoted

as provided inG.S.115G325 or the employeewho is a teacher on contraciot be
recommended for renewabr (iii) if the employeewho is a teacher on contraghgages in
inappropriate _conduct or performs inadequately to such a degree that such conduct or
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performance causes substantial harm to the educational environment gtateading for
immediate dismissal or demotiamder G.S.115G325.4 be instituted.The principal shall
determine whether to develop an act@arplan, tonotrecommend renewal of the emploigee
contract,or to recommend a dismissal proceeding. The pemdunevaluated the employee or

the employes supervisor shall develop the action plan unless an assistance team or assessment
team conducted the evaluation. If an assistance team or assessment team conducted the
evaluation, that team shall develop theiactplan in collaboration with the employge
supervisor. Action plans shall be designed to be completed within 90 instructional days or
before the beginning of the next school year. The SBsard—in—consultation—with—the
SecretanBoard shall develop gidelines that include strategies to assist in evaluating
certificatedlicensedpersonnel and developing effective action plans within the time allotted
under this section. Th8eeretaryState Boardmay adopt policies for the development and
implementationof action plans or professional development plans for personnel who do not
require action plans under this section.

(c) Reevaluationi Upon completion of an action plan under subsection (b) of this
section, the principal or the assessment team shallaeathe employee a second time. If on
the second evaluation the employee receives one unsatisfactory or more than one below
standard rating on any function that is related to the emptoyestructional duties, the
principal shall recommend that teenpbyeewith career statuse dismissed or demoted under
G.S.115G325 or that an employegcontractnot be renewed or if themployeeengages in
inappropriate conduct or performs inadequately to such a degree that such conduct or
performance causes subgtahharm to the educational environment, that émeployee be
dismissed or demoted undé&-S-115G325G.S5.115G325.4 The results of the second
evaluation shall constitute substantial evidence of the empsayeelequate performance.

(d)  State Board Niification. T If the-Seeretary-dismissan employees dismissedor
any—reason—excepta—reduction—in—force—un@e3.-115G325(e)}{Hkcause oran employes
contract is notenewed as a result of a superintendsnecommendation under subsection (b)
or (c) of this sectionthe Secretary-shall-neotify-th8tate Boardshall be notifiedof the action,
and the State Board annually shall provide to all local boards of education the names of those
individuals. If a local board hires one of these individu&lat tocal board shall proceed under
G.S.115G333(d).

6

SECTION 9.7.(0) G.S.115G105.38A, as amended by subsection (c) of this
section, reads as rewritten:
"8 115G105.38A. Teacher competency assurance.

(d) Retesting; Dismissali Upon completion othe remediation plan required under
subsection (c) of this section, the licensed staff member shall take the general knowledge test a
second time. If the licensed staff member fails to acquire a passing score on the second test, the

State Board shall begi a dismissal proceeding unde6-S-A15G325(g)}2a)——or
G.S.115G325.13.

() Other Actions Not Precluded.Nothing in this section shall be construed to restrict
or postpone the following actions:
(1) The dismissal of a principal undérS.115G325.12.
(2) The dismissal of a teacher, assistant principal, director, or supervisor under

G-S-3156325(g)2)61G.S.115G325.13.

3) The dismissal or demotion of an employee for any of the grounds listed
underG-S-A15G325(e)6+G.S.115G325.4.

(4) The nonreewal of a school administrater or teaches contract of
employment.

S402PCCS85274 Ex-4 Senate Bill 402 Pagel21



OCoO~NOOUIDA WNPE

General Assembly Of North Carolina Session 2013

e .

"(b)

e .II
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SECTION 9.7.(p) G.S.115G105.39(b), as amended by subsection (d) of this
section, reads as rewritten:

The State Board shall proceed un@e8-115G325()2)}-6rG.S.115G32513 for

the dismissal of teachers, assistant principals, directors, and supervisors assigned to a school

identified as lowperforming in accordance witd-S-315G325(g}2)-otG.S.115G325.13.

SECTION 9.7.(q) G.S.115G238.29F(e)(3) reads as rewritte

"(3)

If a teacher employed by a local school administrative unit makes a written
request for a leave of absence to teach at a charter school, the local school
administrative unit shall grant the leave for one year. For the initial year of a
charter schol's operation, the local school administrative unit may require
that the request for a leave of absence be made up to 45 days before the
teacher would otherwise have to report for duty. After the initial year of a
charter scho@ operation, the local sebl administrative unit may require

that the request for a leave of absence be made up to 90 days before the
teacher would otherwise have to report for duty. A local board of education
is not required to grant a request for a leave of absence or a regextsnd

or renew a leave of absence for a teacher who previously has received a
leave of absence from that school board under this subdivision. A teacher
who haseareer—status—undds-S- 1156325 priorto—receivingceiveda

leave of absence to teachaatharter school may return to a public school in

the local school administrative umith-careerstatuat the end of the leave

of absence or upon the end of employment at the charter school if an

approprlate position is avallabtbarwpprepnate—pes&n—ls—ma#auable—the

SECTION 9.7.(r) G.S.115G238.68(3),as amended by subsection (e) of this
section, reads as rewritten:

"(3)

Leave of absence from local school administrative unilf a teacher
employed by a local school administrative unit makes a written request for a
leave of absence to teach at the wegl school, the local school
administrative unit shall grant the leave for one year. For the initial year of
the regional schotl operation, the local school administrative unit may
require that the request for a leave of absence be made up to 45 fdags be
the teacher would otherwise have to report for duty. After the initial year of
the regional schot operation, the local school administrative unit may
require that the request for a leave of absence be made up to 90 days before
the teacher would oémwise have to report for duty. A local board of
education is not required to grant a request for a leave of absence or a
request to extend or renew a leave of absence for a teacher who previously
has received a leave of absence from that school boardr uhide
subdivision. A teacher who hasreerstatus-und@-S-115G325prierto
receivingreceiveda leave of absence to teach at the regional school may
return to a public school in the local school administrative with-career
statusat the end of th leave of absence or upon the end of employment at

the regional school if an appropriate position is availdlblen-appropriate
position s unavaiable, the teaclsename shall be placed on a list of
available-teachers-inaccordance vitls- 115G325)2)"
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SECTION 9.7.(s) G.S.115G333, as amended by subsection (i) of this section,
reads as rewritten:

"8 115G333. Evaluation of licensed employees including certain superintendents;
mandatory improvement plans; State board notification upon dismissalof
employees.

(@  Annual Evaluations; LowPerforming Schoolsi. Local school administrative units
shall evaluate at least once each year all licensed employees assigned to a school that has been
identified as lowperforming. The evaluation shall occurlgagnough during the school year to
provide adequate time for the development and implementation of a mandatory improvement
plan if one is recommended under subsection (b) of this section. If the employee is a teacher
with—eareer—status—as—defined—underS 1 56325(aH6)—6r—ateachens defined under
G- S A15G325:16)—G.S.115G325.1(§ either the principal, the assistant principal who
supervises the teacher, or an assistance team assignedau8det5G105.38 shall conduct
the evaluation. If the enpee is a school administrator as defined under
G.S.115G287.1(a)(3), either the superintendent or the superintéadiedignee shall conduct
the evaluation.

All teachers in lowperforming schools who have been employed for less than three
consecutive gars shall be observed at least three times annually by the principal or the
principals designee and at least once annually by a teacher and shall be evaluated at least once
annually by a principal. This section shall not be construed to limit the dutteauthority of
an assistance team assigned to apeviorming school undes.S.115G105.38.

A local board shall use the performance standards and criteria adopted by the State Board
and may adopt additional evaluation criteria and standards. All ptbeisions of this section
shall apply if a local board uses an evaluation other than one adopted by the State Board.

(b) Mandatory Improvement Plaris.

e

(2a) If a licensed employee in a leperforming school receives a rating on any
standard on an evaliian that is below proficient or otherwise represents
unsatisfactory or below standard performance in an area that the licensed
employee was expected to demonstrate, the individual or team that
conducted the evaluation shall recommend to the superintetmder(t) the
employee receive a mandatory improvement plan designed to improve the
employeé&s performance, (i) the superintendent recommend to the local
board that#—the—employee—rs—a—e&reer—staﬂas—teaeher—the—empleyee be

Lt OA-—€0 the

teaehe& mgloyeés contract not be recommended for renewal, or (|||) if the
employee engaged in inappropriate conduct or performed inadequately to
such a degree that such conduct or performance causes substamtiéh ha
the educational environment that a proceeding for immediate dismissal or
demotion be instituted. If the individual or team that conducted the
evaluation elects not to make any of the above recommendations, the said
individual or team shall notify thesuperintendent of this decision. The
superintendent shall determine whether to develop a mandatory
improvement plan, to not recommend renewal of the empkygeatract, or
to recommend a dismissal proceeding.
e

(c) Reassessment of Employee in a EBerfaming Schooli After the expiration of
the time period for the mandatory improvement plan under subdivision (2a) of subsection (b) of
this section, the superintendent, the superintefedelesignee, or the assistance team shall
assess the performance betemployee of the loywerforming school a second time. If the
superintendent, superintendsrdesignee, or assistance team determines that the employee has
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failed to become proficient in any of the performance standards articulated in the mandatory
improvement plan or demonstrate sufficient improvement toward such standards, the
superrntendent shall recommend thahe—empteyee—rs—a—teaehemﬁh—eareepstatue—the—teacher
I gtthe
employes contract not be renewed or |f the employee has engaged in mappropnate conduct or
performed inadequately to such a degree that such conduct or performance causes substantial
harm to the educational environment, that the employee imedately dismissed or demoted
under G.S.115G325.4. The results of the second assessment shall constitute substantial
evidence of the employsdnadequate performance.

(d) State Board Notification.i If a local board dismisses an employee of a

cause or elects to not renew an emplsyemontract as a result of a superirdens
recommendation under subsection (b) or (c) of this section, it shall notify the State Board of the
action, and the State Board annually shall provide to all local boards the names of those
individuals. If a local board hires one of these individuaithin 60 days the superintendent or

the superintendestdesignee shall observe the employee, develop a mandatory improvement
plan to assist the employee, and submit the plan to the State Board. The State Board shall
review the mandatory improvemenfap and may provide comments and suggestions to the
superintendent. If on the next evaluation the employee receives a rating on any standard that
was identified as an area of concern on the mandatory improvement plan that is again below
proficient or othewise represents unsatisfactory or below standard performance, the local
board shall notify the State Board and the State Board shall initiate a proceeding to revoke the
employeés license unde®.S.115G296(d). If on this next evaluation the employee nexe at

least a proficient rating on all of the performance standards that were identified as areas of
concern on the mandatory improvement plan, the local board shall notify the State Board that
the employee is in good standing and the State Board sbilcantinue to provide the
mdrvrdual‘s hame to Iocal boards under thrs subsectron unless the employeealeher—wrth

feree—eptheuempteyeeursateaeher—ene@t}tmbsequently dlsm|ssed undbrs 115C 325 4

SECTION 9.7.(t) G.S.115G333.1, as amended by subsection (j) of this section,
reads as rewritten:

"§ 115G333.1. Evaluation of teachers in schools not identified as leperforming;
mandatory improvement plans; State Board notification upon dismissal of
teachers.

(@  Annual Evaluations.i All teachers who are assigned to schools that are not
designated as lowerforming and who have not been employed for at least three consecutive
years shall be obsemat least three times annually by the principal or the pririsigakignee
and at least once annually by a teacher and shall be evaluated at least once annually by a
principal. All teachersvith-careerstatus-or-on-afoyearcontraatho have been empled for
three or more yeamsho are assigned to schools that are not designated geeléovming shall
be evaluated annually unless a local board adopts rules that allow testheareerstatus-or
on—a—fouryear—contrag@mployed for three or more yearto be evaluated more or less
frequently, provided that such rules are not inconsistent with State or federal requirements.
Local boards also may adopt rules requiring the annual evaluation of nonlicensed employees. A
local board shall use the performarstandards and criteria adopted by the State Board and
may adopt additional evaluation criteria and standards. All other provisions of this section shall
apply if a local board uses an evaluation other than one adopted by the State Board.

e
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(d) Reassessmenf the Teachefi. Upon completion of a mandatory improvement plan
under subsection (b) of this section, the principal shall assess the performance of the teacher a
second time. The principal shall also review and consider any report provided by thiedquali
observer under subsection (c) of this section if one has been submitted before the end of the
mandatory improvement plan period. If, after the second assessment of the teacher and
consideration of any report from the qualified observer, the supetenéor superintendest
designee determines that the teacher has failed to become proficient in any of the performance
standards identified as deficient in the mandatory improvement plan or demonstrate sufficient
|mprovement toward such standards, theesmpendent may recommend trwctteaeher—wrth

the teaches contract not beenewedrenewed or if the teacher has engaged in |nappropr|ate
conduct or perform inadequately to such a degree that such conduct or performance causes
substantial harm to the educational environment, that the teacher be immediately dismissed or
demoted unde®.S.115G325.4. The results of the second assessment produced pursihant to t
terms of this subsection shall constitute substantial evidence of the teacdlelequate
performance.

(e) Dismissal Proceedings Without a Mandatory Improvement Pldhe absence of a
mandatory improvement plan as described in this section shafirobibit a superintendent
from initiating a dismissal proceeding against a teacher under the provisi@aS-456325
or-G.S.115G325.4. However, the superintendent shall not be entitled to the substantial
evidence provision in subsection (d) of thextson if such mandatory improvement plan is not
utilized.

() State Board Notrfrcatron If a IocaI board drsmrsses a teaomln—eareer—status—for

eentraetfor cause or elects to not renew a teasheontract as a result of a superrntendent
recommendation under subsection (d) of this section, it shall notify the State Board of the
action, and the State Board annually shall provide to all local boards thes rdntieose
teachers. If a local board hires one of these teachers, within 60 days the superintendent or the
superintenderd designee shall observe the teacher, develop a mandatory improvement plan to
assist the teacher, and submit the plan to the StaaedB®he State Board shall review the
mandatory improvement plan and may provide comments and suggestions to the
superintendent. If on the next evaluation the teacher receives a rating on any standard that was
an area of concern on the mandatory improvenpdem that is again below proficient or a

rating that otherwise represents unsatisfactory or below standard performance, the local board
shall notify the State Board, and the State Board shall initiate a proceeding to revoke the
teaches license unde®.S. 115G296(d). If on the next evaluation the teacher receives at least

a proficient rating on all of the overall performance standards that were areas of concern on the
mandatory improvement plan, the local board shall notify the State Board that ther tiean

good standing, and the State Board shall not continue to provide the t®acme to local

boards under this subsection unless the teacher has career status and is subsequently dismissed

sebsequenttydtsmasedtderG S 115C 325 4 If, however on thls next evaluatron the teacher
receives a developing ratrng on any standards that were areas of concern on the mandatory
improvement pla Vi d
local board elects to renew the teacheontract If by the end of this second year the teacher is
not proficient in all standards that were areas of concern on the mandatory improvement plan,
the lacal board shall notify the State Board, and the State Board shall initiate a proceeding to
revoke the teacherlicense undet.S.115G296(d).

e."

SECTION 9.7.(u) Article 23 of Chapter 115C of the General Statutes is amended
by adding a new section toae
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"8 115G344. Employment benefits for exchange teachers.

An exchange teacher is a nonimmigrant alien teacher participating in an exchange visitor
program designated by the United States Department of State pursuant to 22 C.F.R. Part 62 or
by the UnitedStates Department of Homeland Security pursuant to 8 C.F.R. Part 214.2(q). For
purposes of determining eligibility to receive employment benefits under this Chapter,
including personal leave, annual vacation leave, and sick leave, an exchange teakcher shal
considered a permanent teacher if employed with the expectation of at least six full consecutive
monthly pay periods of employment and if employed at least 20 hours perAveekchange
teacheris not a teacher for purposes of fheachersand StatEmployeeSRetirement System
of North Carolinaas provided irG.S.1351(25)."

SECTION 9.7.(v) G.S.115G404(b), as amended by subsection (n) of this section,
reads as rewritten:

"(b) Documents received under this section shall be used only to pratesaféty of or
to improve the education opportunities for the student or others. Information gained in
accordance witl5.S.7B-3100 shall not be the sole basis for a decision to suspend or expel a
student. Upon receipt of each document, the principal shalte the document with those
individuals who have (i) direct guidance, teaching, or supervisory responsibility for the student,
and (ii) a specific need to know in order to protect the safety of the student or others. Those
individuals shall indicate invriting that they have read the document and that they agree to
maintain its confidentiality. Failure to maintain the confidentiality of these documents as
required by this section is grounds for the dismissal of an employee who is not employed on
eontracicontract andgrounds for dismissal of an employee on contract in accordance with

G.S.115G325.4(a)(9)6-S-H15G325-4(a}9),—and-groundsfor-dismissal-ef-an-employee who

Is a career teacher in accordance vdts. 115G 325(e){(1)i"
SECTION 9.7.(w) G.S.143B-146.7(b), as amended by subsection (m) of this

section, reads as rewritten:
"(b) At any time after the State Board identifies a school asperorming under this
Part, the State Board shall proceed un@es-115G325(p1)orG.S.115G325.11 for the
dismissal of licensed instructional personnel assigned to that school.
SECTION 9.7.(x) G.S.143B-146.8, as amended by subsection (n) of this section,
reads as rewritten:
"8 143B146.8. Evaluation of licensed personnel and principals; action plans; StatBoard
notification.
(@  Annual Evaluations; LowPerforming Schoolsi The principal shall evaluate at
least once each year all licensed personnel assigned to a participating school that has been
identified as lowperforming but has not received an assise team. The evaluation shall
occur early enough during the school year to provide adequate time for the development and
implementation of an action plan if one is recommended under subsection (b) of this section. If

the employee is teacheras-definaghderG-S-115C325(a}6) with-career-status-etemcher
as defined InG-S-A15G325-16)-on—<contract5.S.115G325.16), either the principal or an

assessment team assigned ur@al&.143B-146.9 shall conduct the evaluation. If the employee
is a school dministrator as defined und€.S.115G287.1(a)(3), the Superintendent shall
conduct the evaluation.

Notwithstanding this subsection or any other law, the principal shall observe at least three
times annually, a teacher shall observe at least once anrarallthe principal shall evaluate at
least once annually, all teachers who have been employed for less than three consecutive years.
All other employeesvho have been employed for three or more years andledneed as

teachers underG-S-315G325(a)}6)—with—career—status—or—teachers—as—defined in
G-S5-1156325-1{5)en—afouryear—contractG.S.115G325.1(§ who are assigned to

participating schools that are not designated asplerfiorming shall be evaluated annually
unless the State Board adopts rules tllow specified categories of teachers waheer-status
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or—on—four—year—contraditsree or more years employmetdt be evaluated more or less

frequently. The State Board also may adopt rules requiring the annual evaluation of
nonlicensed personnel. iBhsection shall not be construed to limit the duties and authority of an
assistance team assigned to a-fmwforming school.

(b)  Action Plans.i If a licensed employee in a participating school that has been
identified as lowperforming receives an unsgsbactory or below standard rating on any
function of the evaluation that is related to the emplsy@structional duties, the individual or
team that conducted the evaluation shall recommend to the principal that: (i) the employee
receive an actlon plade5|gned to |mprove the emplo;se@erformance or (iijhe—prineipal
provided in
Gé%é@%%—e%e—empleyee—m%—s—a—teaehe#en—eeﬂhaoemployee contractnot be
recommended for renewal; or (iii) if the employee who is a teacher on contract engages in
inappropriate conduct or performs inadequately to such a degree that such conduct or
performance causes substantial harm to the educational environment that a proageding f
immediate dismissal or demotion underS.115G325.4 be instituted. The principal shall
determine whether to develop an action plan, to not recommend renewal of the elmployee
contract, or to recommend a dismissal proceeding. The person who evahaagzdpioyee or
the employes supervisor shall develop the action plan unless an assistance team or assessment
team conducted the evaluation. If an assistance team or assessment team conducted the
evaluation, that team shall develop the action plan inalottion with the employése
supervisor. Action plans shall be designed to be completed within 90 instructional days or
before the beginning of the next school year. The State Board shall develop guidelines that
include strategies to assist in evaluatlimgnsed personnel and developing effective action
plans within the time allotted under this section. The State Board may adopt policies for the
development and implementation of action plans or professional development plans for
personnel who do not regaiaction plans under this section.

(c) Reevaluationi Upon completion of an action plan under subsection (b) of this
section, the principal or the assessment team shall evaluate the employee a second time. If on
the second evaluation the employee receivee unsatisfactory or more than one below
standard rating on any function that is related to the emptoyestructional duties, the

principal shall recommend that teerployee-with-careerstatus-be-dismissed-er-demeted under
G- S 115G 325-or-that-an-mployee-oemployeés contract not beenrewedrenewedor if the

employee engages in inappropriate conduct or performs inadequately to such a degree that such
conduct or performance causes substantial harm to the educational environment, that the
employee b dismissed or demoted und&.S.115G325.4. The results of the second
evaluation shall constitute substantial evidence of the empsayeelequate performance.

e .

SECTION 9.7.(y) Subsection (u) of this section becomes effective August 1, 2013.
Subsedbns (a) through (n) of this section become effective July 1, 2014. Subsections (0)
through (t) and (v) through (x) become effective June 30, 2018.

PART X. COMMUNITY CO LLEGES

REORGANIZATION OF THE COMMUNITY COLLEGES SYSTEM OFFICE

SECTION 10.1.(a) Notwithstanding any other provision of law, and consistent
with the authority established in GEL5D-3, the President of the North Carolina Community
College System may reorganize the System Office in accordance with recommendations and
plans submitted to arapproved by the State Board of Community Colleges.

SECTION 10.1.(b) This section expires June 30, 2014.

CARRYFORWARD OF COLLEGE INFORMATION SYSTEM FUNDS
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SECTION 10.2. Of the funds appropriated to the Community Colleges System
Office for the 20132015 fiscal biennium for the College Information System, up to one million
two hundred fifty thousand dollars ($1,250,000) shall not revert at the end of each fiscal year
but shall remain available until expended. These funds may be used only to purchase periodic
system upgrades.

BASIC SKILLS PLUS

SECTION 10.3.(a) Notwithstanding any other provision of law, the State Board of
Community Colleges may authorize a local community college to use up to twenty percent
(20%) of the State Literacy Funds allocated tmiptovide employability skills, jolspecific
occupational and technical skills, and developmental education instruction to students
concurrently enrolled in a community college course leading to a high school diploma or
equivalent certificate.

SECTION 10.3(b) Notwithstanding any other provision of law, if a community
college is authorized by the State Board to provide employability skills;sgebific
occupational or technical skills, or developmental education instruction to students
concurrently enrodld in a community college course leading to a high school diploma or
equivalent certificate, the college may waive the tuition and registration fees associated with
this instruction.

ENROLLMENT FUNDING

SECTION 10.4.(a) Beginning with the 2012015 fiscalbiennium, community
colleges shall receive funding based on the number ofifiodl equivalent (FTE) students
enrolled in curriculum, continuing education, and Basic Skills courses, by tiered funding level.
Community colleges shall calculate this enrolihas the higher of the current year's total
enrollment or the average enrollment of the last two academic years.

The State Board of Community Colleges shall report to the Joint Legislative
Education Oversight Committee by February 1, 2014, on the useorokaurring funds
appropriated to it to phase in this new enrollment funding model.

SECTION 10.4.(b) G.S.115D-5 is amended by adding a new subsection to read:

"(v) Community colleges may teach technical education, hezith, developmental
educatiopnand STEMrelated courses at any time during the year, including the summer term.
Student membership hours from these courses shall be counted when computinge full
equivalent students (FTE) for use in budget funding formulas at the Staté level.

SECTION 10.4.(c) The State Board of Community Colleges shall report to the
Joint Legislative Education Oversight Committee by October 1, 2014, on FTE for the 2014
summer term.

SECTION 10.4.(d) Subsection (b) of this section is effective when it becomes law
and aplies beginning with the summer 2014 term.

TIERED ENROLLMENT FUNDING

SECTION 10.4A.(a) It is the intent of the General Assembly that, beginning with
the 20142015 fiscal year, the State Board of Community Colleges shall implement a fourth tier
in the Tiged Funding Formula adopted by the State Board to allocate funds to community
colleges based on the number of tithe equivalent (FTE) students enrolled in curriculum,
continuing education, and Basic Skills courses in order to fund curriculum progiaireg|¢o
immediate employment at the highest available funding level.

SECTION 10.4A.(b) By March 15, 2014, the State Board of Community Colleges
shall report to the House Appropriations Committbe, Senate Appropriations/Base Budget
Committee, the HouseAppropriations Subcommittee on Education, and the Senate
AppropriationsCommitteeon Education/Higher Education on a plan for implementation of the
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additional funding level for curriculum programs leading to immediate employment and the
feasibility of begnning implementation of an additional funding level for these programs in the
20142015 fiscal year. The State Board shall also include in its report the specific curriculum
programs that would be eligible for the additional funding level, the types wifethate
employment available for graduates of these programs, and the funding necessary or
recommended to adequately implement the programs.

PERFORMANCE FUNDING
SECTION 10.5.(a) G.S.115D-31.3 reads as rewritten:
"§ 115D31.3. Institutional performanceaccountability.

(a) Creatieimplementationof Accountability Measures and Performance Standérds.
The State Board of Community Colleges sla#tate-nrewadopt andmplement a system of
accountability measures and performance standards for the CommulhetyeCystemheAt
least once every three years, Btate Board of Community Colleges shaliewreview, and
revise if necessargnnuallythe accountability measures and performance standards to ensure
that they are appropriate for use in recognitidrsuccessful institutional performandéthe
State Boarddetermines thabccauintability measures and performance standamdst be
revisedfollowing a review required by this subsectidhe State Boardhall report to the Joint
Legislative Education QGarsight Committeeprior to the implementation o&ny proposed
revisions.

(b) through (d) Repealed by Session Laws 2600s. 9.7, effective July 1, 2000.

(e) Mandatory Performance Measuréslhe State Board of Community Colleges shall
evaluate each colie on the following eight performance measures:

(1) Progress of basic skills students.

(2) Passingrate—féttainment of General Educational Development (GED)
diploma-examinationdiplomas by students

3) Performance of students who transfer to a-fgea institution.

(4) Successatesof developmental students in subsequent collegel English
courses.

(5) Succesgatesof developmental students in subsequent collegel math
courses.

(5a) Progress of firsyear curriculum students.

(6) Repealed by &sion Laws 201242, s. 8.5, effective July 1, 2012.

(7) Curriculum student retention and graduation.

(8) Repealed by Session Laws 20142, s. 8.5, effective July 1, 2012.

(9) Passing—rate—for—Attainment  of licensure and eertification
examinationgertifications by students.

The State Board may also evaluate each college on additional performance measures.

) Publication of Performance RatingsEach college shall publish its performance on
the eight measures set out in subsection (e) of this sectiannually in its electronic catalog
or on the Internet and (ii) in its printed catalog each time the catalog is reprinted.

The Community Colleges System Office shall publish the performance of all colleges on all
eight measures.

(9) Recognition fer—of Suaessful Institutional Performancé. For the purpose of
recognitionfer-of successful institutional performance, the State Board of Community Colleges
shall evaluate each college on the elght performmu%esmeasures set out in subsection
(e) of thlssectlon : ege-performs

avallabllltv of funds, the State Board may aIIocate funds among colleges bastdd on
evaluation okach institutiols performanceincluding at least the followingomponents

S402PCCS85274 Ex-4 Senate Bill 402 Pagel29



OCoO~NOOUIDA WNPE

General Assembly Of North Carolina Session 2013

1) Program qualityevaluaed by determininga collegés rate ofstudent success
on each measuras @mpared to a systemwide performance baseline and
goal.
(2) Program impact on student outcomes evaluated by the number of students
succeedin@n each measure.
(g1l) Carryforward of Funds Allocated Based on Performanc®.collegethat receives
funds under subsection (g) of this section may retain and carry foemaeinount up to or
equal to its performandeased funding allocatidior that yeainto the next fiscal year.

M Recoghnitionfo eptional-astitutional-Perdmance: Hds—het—alte

ofplanthave-been-expended.

SECTION 10.5.(b) Section 9.2(b) of S.L. 199937 is repealed.

SECTION 10.5.(c) Section 8.6 of S.L. 201242 is repealed.

SECTION 10.5.(d) Effective only for the 201-P012 reporting year, and
notwithstanding G.SL15D-31.3, the State Board of Community Colleges shallraquire a
college to report its performance on the progress of basic skills students as part of the
mandatory performance standards prescribed by 135-31.3(e), as amended by this
section. In distributing performandmsed funding allocations for th®23-2014 fiscal year,
notwithstanding G.S115D-31.3, the State Board of Community Colleges shall not consider the
progress of basic skills students or the attainment of GED diplomas for the purpose of
recognizing successful institutional performance. Hmwvethe State Board of Community
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Colleges shall distribute a portion of the Basic Skills block grant appropriated under this act for

the 20132014 fiscal year based on the number of GED diplomas awarded by each college.
SECTION 10.5.(e) Beginning with tle 20122013 reporting year, the State Board

of Community Colleges shall require a college to report its performance on all eight of the

mandatory performance standards prescribed by 135-31.3(e), as amended by this

section.

REPEAL OF SENIOR CITIZEN T UITION WAIVER
SECTION 10.6. G.S.115D-5(b)(11) is repealed.

STUDY OF THE APPROVAL PROCESS FOR MULTICAMPUS CENTERS

SECTION 10.7. The State Board of Community Colleges shall develop a process
for approval of community college multicampus centers. The dehall report to the Joint
Legislative Education Oversight Committee by January 1, 2014, on its plan for a multicampus
approval process and any statutory changes necessary to implement the plan.

COOPERATION BY THE MANUFACTURING SOLUTIONS CENTER AND THE
TEXTILE TECHNOLOGY CENTER

SECTION 10.8.(a) The General Assembly finds that the missions of both the
Manufacturing Solutions Center at Catawba Valley Community College and the Textile
Technology Center at Gaston College are to help North Carolina manafactueate and
maintain jobs and increase sales.

The Manufacturing Solutions Center accomplishes this mission by (i) enhancing and
improving products through research and development; (ii) creating prototypes for new
products; (iii) analyzing new materiais enhance structure; (iv) testing products for reliability
and quality; (v) training personnel in Lean Manufacturing and Supply Chain strategies; (vi)
providing a forum for rollout of new technologies; (vii) providing hapdsassistance to
companies inthe areas of international sales and government procurement; and (viii)
advocating for industry.

The Textile Technology Center accomplishes this mission by (i) developing a
world-class workforce for the textile industry in North Carolina; (ii) identifyangd solving
problems confronting the textile industry; and (iii) serving as a statewide center of excellence
that serves all components of the textile industry.

SECTION 10.8.(b) The General Assembly further finds that the strategies of the
Manufacturing 8lutions Center and the Textile Technology Center are complementary and
that cooperation by the Centers is in the best interest of the State; therefore, the General
Assembly directs the Centers to work cooperatively whenever possible to maximize tise State'
ability to help North Carolina manufacturers create and maintain jobs and increase sales.

EXPAND INDUSTRIAL AND ENGINEERING TECHNOLOGIES EDUCATION TO

FRESHMEN AND SOPHOMORE HIGH SCHOOL STUDENTS

SECTION 10.9.(a) G.S.115D-20(4)a.2. reads as rewritten:
"§ 115D20. Powers and duties of trustees.

The trustees of each institution shall constitute the local administrative board of such
institution, with such powers and duties as are provided in this Chapter and as are delegated to
it by the State Board of @amunity Colleges. The powers and duties of trustees shall include
the following:

(4) To apply the standards and requirements for admission and graduation of
students and other standards established by the State Board of Community
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Colleges. Notwithstandg any law or administrative rule to the contrary,

local community colleges are permitted to offer the following programs:

a. Subject to the approval of the State Board of Community Colleges,
local community colleges may collaborate with local school
admnistrative units to offer courses through the following programs:

2. Academic transition pathways for qualified junior and senior
high school students that lead to a career technical education
certificate or diplema—diploma and academic transition
pathways for qualified freshem and sophomore high school
students that lead to a career technical education certificate or
diploma in industrial and engineering technolodies.

SECTION 10.9.(b) The Community Colleges System Office shall report to the
Joint Legislative Education Oversight Committee by October 1, 2014, and October 1, 2015, on
freshmen and sophomore students served unded®85-20(4)a.2., as amended by subsection
(a) of this section. The report shall include the number of and budget FTEe&bmien
students and the number of and budget FTE for sophomore students.

CLARIFY EMPLOYEE ACADEMIC ASSISTANCE
SECTION 10.12. G.S.115D-5(b1) reads as rewritten:

"(b1) The State Board of Community Colleges shall not waive tuition and registration fees
for community college faculty or staff members. Community colleges may, however, use State
or local funds to pay tuition and registration fees for one course per semester-fondull
community college faculty or staff members employed for a -pinen, elevenr, or
twelvemonth term.Communitycolleges malsouse Stat@nd localfundsto pay tuition and
reqistration fee$or professional developmenbursesand forothercourses consistent withe
academicassiganceprogramauthorized by th&tate Persanel Commissiori

REVISE TARGETED ASSISTANCE CRITERIA
SECTION 10.13. G.S.115D40.1(b) reads as rewritten:
"(b) Targeted Assistancé. Notwithstanding subsection (a) of this section, the State
Board may allocatare—mere—thanup to ten percent (10%) of & funds appropriated for
Financial Assistance for Community College Studésite the followingstudents:

(1) Students whade-net-qualifyfor-needbased-assistance—but—whkaroll in

low-enrollment programs that prepare students for -digimand

eeeupaﬂensand)ccugatlons

(2)  Students with disabilities who have been referred byDepartment of
Health and Human ServicesDivision of Vocational Rehabilitation
Rehabilitationand are enrolled in a community college.”

REPURPOSE OF FUNDS

SECTION 10.14.(a) Of the funds appropriated to Forsyth Technical Community
College in fiscal year 2008006 for the construction of the Center for Emerging Technologies
at Forsyth Technical Community College, the sum of three million dollars ($3,000,000) for
fiscal year 2012014 shall be transferred by the Office of State Budget and Management to
Budget Code 26800 to be administered by the North Carolina Community Colleges System
Office. The Community Colleges System Office shall allocate up to three hundred thousand
dollars($300,000) of these funds each fiscal year to Forsyth Technical Community College for
the operating costs and lease expenses for the community college's biotechnology,
nanotechnology, design, and advanced information technology programs; Small Business
Center; and Corporate and Industrial Training programs. The Community Colleges System
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Office shall continue to allocate these funds to Forsyth Technical Community College for this

purpose until those funds are expended. No additional State funds shall éewvaddble to

Forsyth Technical Community College to be used for the purposes described in this section.
SECTION 10.14.(b) The Office of State Budget and Management shall transfer all

funds in Budget Codes 40520 and 40620 that are unencumbered as bf 403, except

those funds to be transferred in accordance with subsection (a) of this section, to Budget Code

16800. Of the funds transferred to Budget Code 16800 under this subsection, the State Board of

Community Colleges shall allocate those fundsh® community colleges to which the funds

were appropriated. These funds shall be used for community college equipment.

CLARIFY COMMUNITY COLLEGE AUDITS
SECTION 10.15.(a) Effective July 1, 2015.S.115D-5(m) is repealed.
SECTION 10.15.(b) G.S.115D-58.16 reads as rewritten:

"8 115D58.16. Audits.

€)) Each community college shall keditegubject toa financial audita minimum of
once every two years. Community colleges may use State funds to contract with the State
Auditor or with a certified publi@ccountant to perform the audits. The colleges shall submit
the results of the audits to the State Board of Community Colleges.

The State Board of Community Colleges shall ensure that all colleges are audited in
accordance with this section.

(b) Notwithstanding the provisions of Chapter 143D of the General Statutes, a
community college shall not be subject to the EAGLE program administered by the Office of
the State Controller unless (i) there is a finding of internal control problems in the most recent
financial audit of the college or (ii) the State Board of Community Colleges determines that a
college should be subject to the program.

SECTION 10.15.(c) A study of the program audit function underS.115D-5(m)
shall be conducted by a committee, locasatministratively in the Community Colleges
System Office, composed of the following 12 members:

(1) The Community Colleges System Office Chief Financial Officer.

(2)  Three State Board of Community College members appointed by the chair

of the State Boardf Community Colleges.

(3) Three college presidents appointed by the North Carolina Association of

Community College Presidents.
(4)  Three college board of trustee members appointed by the chair of the North
Carolina Association of Community College Triese

(5)  The State Chief Information Officer or designee.

(6)  The State Auditor or designee shall semgea nonvoting membher

The Community Colleges System Office Chief Financial Officer shall chair the
committee. The committee shall meet upon the cathefchair. A quorum of the committee
shall be a majority of the members.

The committee shall determine how program audit procedures may be streamlined
to minimize the administrative burden on the institutions being audited and how funding
mechanisms mayebchanged to reduce reliance on contact hours. The committee shall seek
input from community college staff members who are responsible for assistance with the
program audits to study the problems associated with the program audit function and potential
reolutions for those issues. The committee shall report the results of its study and
recommendations to the Joint Legislative Education Oversight Committee by January 1, 2015.

NC BACK-TO-WORK FUNDS
SECTION 10.16(a) Of the funds appropriated in this act tile Community
Colleges System Office for the 202814 fiscal year, the sum of four million eight hundred
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eight thousand dollars ($4,808,000) shall be used for the North Carolinat@®@tdrk
Program, a retraining program focused on unemployed and unglesed North Carolinians,
military veterans, and North Carolina National Guard members. The program shall provide
students with occupational skills, employability skills, including a Career Readiness Certificate,
and opportunities to earn thighrty, indwstry recognized credentials. Funds may only be
allocated to community colleges whose training plans include support for one or more of the
following: (i) employers who have committed to assist colleges with the design and
implementation of their traininglgns and to interview program completers for available jobs;
(i) companies with registered apprenticeship programs with the North Carolina Department of
Labor; (iii) coordinated projects among two or more colleges that focus on serving the needs of
an industry cluster; or (iv) programs developed in collaboration with the North Carolina
National Guard or veteransrganizations. Funds may only be used for the following activities:
student instruction, student support and coaching, and targeted finanisi@ressfor students,
including assistance with tuition, registration fees, books, and certification costs.

SECTION 10.16(b) Funds appropriated for the North Carolina BamkNVork
Program for the 2022013 fiscal year shall not revert at the end of ikeat year but shall
remain available for the Program.

SECTION 10.16(c) Subsection (b) of this section becomes effective June 30,
2013.

PART XI. UNIVERSITIE S

USE OF ESCHEAT FUND FOR NEEDBASED FINANCIAL AID
PROGRAMS/STUDY SCHOLARSHIPS FOR CHILDREN OF W AR VETERANS
PROGRAM

SECTION 11.1.(a) There is appropriated from the Escheat Fund income to the
Board of Governors of The University of North Carolina the sum of gody million two
hundred eightyseven thousand two hundred fettyo dollars ($64,287,2) for the 20132014
fiscal year and the sum of thirgeven million two hundred eighseven thousand two hundred
forty-two dollars ($37,287,242) for the 202015 fiscal year to be used for The University of
North Carolina NeedBased Financial Aid Progna

SECTION 11.1.(b) There is appropriated from the Escheat Fund income to the
State Board of Community Colleges the sum of fifteen million two hundred$ottthousand
three hundred seventiiree dollars ($15,246,373) for the 26A@314 fiscal year anché sum of
sixteen million three hundred thirfive thousand dollars ($16,335,000) for the 2@D45
fiscal year to be used for community college grants.

SECTION 11.1.(c) There is appropriated from the Escheat Fund income to the
Department of Administrath, Division of Veterans Affairs, the sum of seven million six
hundred nine thousand five hundred niretye dollars ($7,609,591) for the 202814 fiscal
year and the sum of six million five hundred twenty thousand nine hundreefaixtgollars
($6,520964) for the 2014015 fiscal year to be used for ndeaised student financial aid.

SECTION 11.1.(d) The funds appropriated by this section shall be allocated by the
State Education Assistance Authority (SEAA) for néeded student financial aid in
accodance withG.S.116B-7. If the interest income generated from the Escheat Fund is less
than the amounts referenced in this section, the difference may be taken from the Escheat Fund
principal to reach the appropriations referenced in this section; howeweler no
circumstances shall the Escheat Fund principal be reduced below the sum required in
G.S.116B-6(f). If any funds appropriated under this section remain uncommitted for
needbased financial aid as of the end of a fiscal year, the funds shatubeeckto the Escheat
Fund, but only to the extent the funds exceed the amount of the Escheat Fund income for that
fiscal year.
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SECTION 11.1.(e) The State Education Assistance Authority shall perform all of
the administrative functions necessary to immaithis program of financial aid. The SEAA
shall conduct periodic evaluations of expenditures of the scholarship programs to determine if
allocations are utilized to ensure access to institutions of higher learning and to meet the goals
of the respectivgprograms. SEAA may make recommendations for redistribution of funds to
The University of North Carolina, Department of Administration, and the President of the
Community College System regarding their respective scholarship programs, who then may
authorizeredistribution of unutilized funds for a particular fiscal year.

SECTION 11.1.(f) G.S.116B-7(a) reads as rewritten:

"(@) The income derived from the investment or deposit of the Escheat Fund shall be
distributed annually on or befodedy-15August 15to the State Education Assistance Authority
for grants and loans to aid worthy and needy students who are residents of this State and are
enrolled in public institutions of higher education in this State. Such grants and loans shall be
made upon terms, castent with the provisions of this Chapter, pursuant to which the State
Education Assistance Authority makes grants and loans to other student&UBdd6-201 to
116-209.23, Article 23 of Chapter 116 of the General Statutes, policies of the Board of
Governors of The University of North Carolina regarding nbaded grants for students of The
University of North Carolina, and policies of the State Board of Community Colleges regarding
needbased grants for students of the community colléges.

SECTION 11.1.(g) The Joint Legislative Education Oversight Committee shall
study the Scholarships for Children of War Veterans Program in the Department of
Administration and no later than March 1, 2014, shall report its findings to the Chairs of the
House of Represtatives Appropriations Subcommittee on General Government, to the Chairs
of the Senate Appropriations Committee on General Government and Information Technology,
and to the General Assembly. The report shall include findings and recommendations regarding
all of the following:

(1)  Which State agency is the appropriate entity to administer the program.

(2) Ways in which the Program could be redesigned so as to increase cost
predictability. This part of the report shall specifically include
recommendationseparding the desirability of imposing time limits and
scholarship award maximums on scholarships made available under the
Program.

3) Methods of coordinating with other scholarship programs so as to ensure
that nonState resources are maximized beforegRom resources are used.

4) Feasibility of setting a lower tuition rate for recipients of the scholarships
who attend a constituent institution of The University of North Carolina or a
community college in the North Carolina Community College System.

UNC NEED-BASED FINANCIAL AID FORWARD FUNDING RESERVE/PROVIDE
FUNDS FOR UNC NEED-BASED GRANTS

SECTION 11.2.(a) It is the intent of the General Assembly to move the UNC
NeedBased Financial Aid Program grant funding into a reserve in the North Carolina Student
Loan Fund designated for that purpose so that funds appropriated for grants in a fiscal year are
awarded to students for the following academic year. This change will provide additional
program stability.

SECTION 11.2.(b) The UNC NeeeBased Financial AidForward Funding
Reserve (Reserve) is established as a reserve in the North Carolina Student Loan Fund. The
funds in the UNC Nee®ased Financial Aid Forward Funding Reserve shall be held in reserve
for the 20132014 fiscal year and for the 202915 fiscayear. Beginning with the 2018016
fiscal year, the funds in the Reserve shall be used to fund grants from the UNBa$eed
Financial Aid Program for the 2042016 program year and each subsequent program year.

S402PCCS85274 Ex-4 Senate Bill 402 Pagel35



OCoO~NOOUIDA WNPE

General Assembly Of North Carolina Session 2013

SECTION 11.2.(c) Section 6.11(e) of thisact appropriates funds from the
Education Lottery Fund in the amount of thittyo million five hundred thirty thousand three
hundred fiftynine dollars ($32,530,359) for the 2623814 fiscal year and in the amount of
nineteen million one hundred thirtlgdusand seven hundred tweiight dollars ($19,130,728)
for the 20142015 fiscal year to the Reserve. The following funds shall also be transferred to
the Reserve:

(1)  The sum of fiftynine million eight hundred fifynine thousand five hundred

sixty-two dollars ($59,859,562) shall be transferred from the North Carolina
Student Loan Fund to the Reserve.

(2)  Of the funds appropriated by this act to the Board of Governors of The
University of North Carolina for the 2013015 fiscal biennium, the sum of
three million four hundred seventfive thousand five hundred thirgight
dollars ($3,475,538) for the 202®14 fiscal year and the sum of three
million four hundred fiftyfour thousand six hundred fiftsix dollars
($3,454,656) for the 2012015 fiscal yearshall be transferred to the
Reserve.

3) NotwithstandingG.S.115G296.2, the sum of three million five hundred
twenty-five thousand dollars ($3,525,000) shall be transferred from the fund
balance of the National Board Certification Loan program to therRes

(4)  The sum of five hundred thousand dollars ($500,000) shall be transferred
from the John B. McLendon Scholarship Fund established in
G.S.116:209.40 to the Reserve.

SECTION 11.2.(d) G.S.116-209.40 is repealed.

COORDINATED RESIDENCY DETERMINATION PROCESS

SECTION 11.3.(a) The General Assembly finds that it is in the best interest of the
State for the University System, the Community College System, and the State Education
Assistance Authority to apply the criteria in G136-143.1 to determine s&dency for tuition
purposes in a coordinated and similar manner. Therefore, The University of North Carolina, the
North Carolina Community College System, and the State Education Assistance Authority shall
jointly develop and implement a coordinated ardtralized process to be used by those three
entities when determining the residency for tuition purposes of students who apply for
admission and are admitted to a constituent institution of The University of North Carolina or a
community college under therisdiction of the State Board of Community Colleges and for
private college students receiving Staieded financial aid. In developing a centralized
residency determination process, The University of North Carolina General Administration, the
North Caolina Community College System, and the State Education Assistance Authority shall
consult with the North Carolina Independent Colleges and Universities.

SECTION 11.3.(b) No later than January 1, 2014, The University of North
Carolina, the North Carolin@ommunity College System, and the State Education Assistance
Authority shall report to the Joint Legislative Education Oversight Committee regarding the
progress in developing and implementing a coordinated and centralized process and any
necessary statoity changes.

UNC MANAGEMENT FLEXIBILITY REDUCTION

SECTION 11.5.(a) The management flexibility reduction for The University of
North Carolina shall not be allocated by the Board of Governors to the constituent institutions
and affiliated entities using aacrossthe-board method bushall be doneén a manner that
recognizes the importance of the academic missions and differences among The University of
North Carolina entities.
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Before taking reductions in instructional budgets, the Board of Governors @nd th
campuses of the constituent institutions shall consider all of the following:

(2) Reducing State funding for centers and institutes, speaker series, and other

nonacademic activities.
(2) Faculty workload adjustments.
3) Restructuring of research actieis.
(4) Implementing cossaving span of control measures.
(5) Reducing the number of senior and middle management positions.
(6) Eliminating lowperforming, redundant, or leenrollment programs.
(7) Using alternative funding sources.
(8) Protecting diret classroom services.
The Board of Governors and the campuses of the constituent institutions also shall
review the institutional trust funds and the special funds held by or on behalf of The University
of North Carolina and its constituent institutiorss determine whether there are monies
available in those funds that can be used to assist with operating costs. In addition, the
campuses of the constituent institutions also shall require their faculty to have a teaching
workload equal to the national aage in their Carnegie classification.
SECTION 11.5.(b) In allocating the management flexibility reduction, no
reduction in State funds shall be allocated in either fiscal year of theZBdBbiennium to
any of the following:
(1) UNC NeedBased FinanciaAid.
(2) North Carolina Needased Scholarship.
(3)  Any special responsibility constituent institution which has been granted a
basic type designation of "Special Focus Institution” under the Carnegie
Classification of Institutions of Higher Education.

4 Any special responsibility constituent institution which has been granted a
basic type designation of "Baccalaureate Colleges & Sciences" under
the Carnegie Classification of Institutions of Higher Education.

(5)  Any constituent high school of Theniersity of North Carolina.

SECTION 11.5.(c) The University of North Carolina shall report on the
implementation of the management flexibility reduction in subsection (a) of this section to the
Office of State Budget and Management and the Fiscal RésBasision no later than October
1, 2013. This report shall identify both of the following by campus:

(1) The total number of positions eliminated by type (faculty/nonfaculty).

(2)  The lowperforming, redundant, and leanrollment programs that were

eliminated.

UNC BOARD OF GOVERNORS REPORT ON OVERHEAD RECEIPTS

SECTION 11.6.(a) G.S.116-11 is amended by adding a new subdivision to read:

"(9a) The Board of Governors shall report to the Joint Legislative Education
Oversight Committee and the Office of St&edget and Management by
March 1 of each year regarding them of facilities and administrative fees
and overhead receipts for The University of North Carolina that are collected
and expended by each constituent institution. The report shall include all
the followinginformation

a. The collection of facilities and administrative fees and overhead
reaipts by grant or program.
b. The useof facilities and administrative fees and overhead receipts

showing expenditures by grant or program.
The sum of facilities and administrative fees and overhead receipts
collected or expended by eagbnstitueninstitution for maintenance

1o
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and operation of facilities that were construciath or at any time
operated byunds fromthe General Fund.
SECTION 11.6.(b) Section 31.14 of S.L. 200424 is repealed.

STUDENT CHARGES AT THE NORTH CAROLINA SCHOOL OF SCIENCE AND
MATH
SECTION 11.7.(a) G.S.116-40.22 reads as rewritten:
"8 11640.22. Management flexibility.

é

(c) Tuition and Feesl Notwithstanding any provien in Chapter 116 of the General
Statutes to the contrary, in addition to any tuition and fees set by the Board of Governors
pursuant to G.S11611(7), the Board of Trustees of the institution may recommend to the
Board of Governors tuition and fees faogramspecific and institutiorspecific needs at that
institution without regard to whether an emergency situation exists and not inconsistent with
the actions of the General Assembly. Any tuition and fees set pursuant to this subsection are
appropriatedor use by the institution. Notwithstanding this subsection, neither the Board of
Governors of The University of North Carolina nor its Board of Trustees shall impose any
tuition or mandatory fee at the North Carolina School of Science and Mathematiostwiite
approval of the GenerahssemblyAssembly, except as provided in subsect{®nof this
section.

é

(f) The Board of Governors of The University of North Carolina may approve, upon
the recommendation of the Board of Trustees of the North CarolineoBof Science and
Mathematics, the impositiorf éeesnot inconsistent with actions of the General Assenidly
distancesducation services provided by the North Carolina School of Science and Mathematics
to nonresidents and fatudentgarticipatngin extracurricularenrichment programs sponsored
by the Schoaol.

SECTION 11.7.(b) G.S.116-143 reads as rewritten:
"§ 116143. Statesupported institutions of higher education required to charge tuition
and fees.

é
(b) In the event that said students arebie to pay the cost of tuition and required

academic fees as the same may become due, in cash, the said several boards of trustees are

hereby authorized and empowered, in their discretion, to accept the obligation of the student or
students together witbuch collateral or security as they may deem necessary and proper, it
being the purpose of this Article that all students in State institutions of higher learning shall be
required to pay tuition, and that free tuition is hereby abolished. Notwithstatmingection,
neither the Board of Governors of The University of North Carolina nor its Board of Trustees
shall impose any tuition or mandatory fee at the North Carolina School of Science and
Mathematics without the approval of the GenéxasemblyAssenbly, except as provided in
subsection (e) of this section.

e

(e) The Board of Governors of The University of North Carolina may approve, upon
the recommendation of the Board of Trustees of the North Carolina School of Science and
Mathematics, the impositiodf feesnot inconsistent with actions of the General Assenidrly
distancesducation services provided by the North Carolina School of Science and Mathematics
to nonresidents and fatudentgarticipatngin extracurriculaenrichment programs sponsored
by the Schoaot.

SECTION 11.7.(c) This section applies to the 202814 spring academic

semester and each subsequent academic semester.
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STUDENT CHARGES AT THE UNC SCHOOL OF THE ARTS

SECTION 11.8.(a) Article 4 of Chapter 116 of the General Statutes israaed by
adding a new section to read:
"8 11668.1. Fees.

The Board of Governors of The University of North Carolina etyees, not inconsistent

with the actions of the General Assembtybe paid by ifState high school studenénrolled
at theUniversity of North Carolina School of the Arts to assist with expemgdle institution
The Board of Trusteemay recommend to the Board of Governors of The University of North
Carolinathat fees be set not inconsistent with actions of the General Assemblype paid by
in-State high schooktudentsenrolled at theJniversity of North Carolina School of the Arte
assist with expenses of the institutidime University of North Carolina School of the Arts may
chargeand collect feesstablished as provideby this sectionfrom in-State high school
students enrolled at théniversity of North Carolina School of the Afts.

SECTION 11.8.(b) This section applies to the 202015 academic year and each
subsequent academic year.

AUTHORIZE STATE EDUCATION ASSIS TANCE AUTHORITY TO CONTINUE TO
COLLECT NORTH CAROLINA TEACHING FELLOWS REPAYMENTS
SECTION 11.9. Subsection (b) of Section 1.38 of S.L. 2266 is repealed.

UNC DISPOSITION AND ACQUISITION OF REAL PROPERTY
SECTION 11.10.(a) G.S.116-198.34(5) reads aswritten:
"8 116198.34. General powers of Board of Governors.
The Board may exercise any one or more of the following powers:

e
(5) To acquire, hold, lease, and dispose of real and personal property in the

exercise of its powers and the performance ®fdiities hereunder and to
lease all or any part of any project or projects and any existing facilities upon
such terms and conditions as the Board determines, subject to the provisions
of G.S.143 341 and Chapter 146 of the General Statutes.

Notwithstandhg G.S.143-341 and Chapter 146 of the General Statutes,
an acquisition for a period of 10 yeansl@ss ora dispositionof 65 years b
lessby easement, lease, or rental agreemeng¢afproperty ospace in any
building on the Centennial Campus, or tHorace Williams Campus, on a
Millennial Campus, or on a Kannapolis Research Campage-foraperiod
of-10-years—or-lesshall not require the approval of the Governor and the
Council of StateThe Board shall reporthe acquisitiors or dispositions
descibed in this paragraph of this subdivision to the Department of
Administration for inclusion in the inventory maintained by Department
pursuant t0G.S.143341(4)a. and band the information regardintpose
transactionsthat is required byG.S.143341(4da. and b. All other
acquisitions and dispositions made under this subdivision for a period in
excess oft0-yearghe terms described in thparagraph ofhis subdivision
are subject to the provisions GfS.143341 and Chapter 146 of the General
Statute.

é "
SECTION 11.10.(b) Subsection (d) of Section 9.10 of S.L. 20142 is repealed.

UNC/WAKE FOREST INSTITUTE FOR REGENERATIVE MEDICINE/PROFIT
SHARING WITH STATE
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SECTION 11.12.(a) Of the funds appropriated by this act for the 2@035 fiscal
bienniumto the Board of Governors of The University of North Carolina the sum of seven
million dollars ($7,000,000) for the 2042914 fiscal year and the sum of seven million dollars
($7,000,000) for the 2012015 fiscal year shall be allocated to Wake Foresvéigity Health
Sciences (hereinafter "Wake Forest") in support of the Wake Forest Institute for Regenerative
Medicine (hereinafter "Institute™) and its Department of Defense Armed Forces Institute for
Regenerative Medicine and current good manufacturiagtioes (cGMP) facility.

SECTION 11.12.(b) Wake Forest shall reimburse the State for State funds
appropriated for the Institute under subsection (a) of this section and in prior fiscal years by
returning to the State five percent (5%) of the royalty reeereceived by the Institute from
commercialized projects arising under those research projects supported by the State funds,
either through direct research support or through substantial utilization of the cGMP facility not
reimbursed through other fun@&ubject Projects"). Royalty revenue reimbursed to the State
shall be subject to all of the following:

(1) The total amount to be reimbursed to the State shall be limited to the
aggregate amount of State funds allocated to Wake Forest for the Institute
plus simple interest at the rate of four percent (4%) annually from the time of
disbursement until reimbursement commences.

(2) Wake Forest shall be entitled to deduct the expenses reasonably incurred in
prosecuting, defending, and enforcing patent rightgsHe Subject Projects,
except to the extent the expenses are recovered from a third party, before
calculating the amount to be paid to the State.

3) Calculation of the payments to the State shall be based upon the formula
provided in subsection (c) ofighsection.

4) Payments shall be made to the State and used by the State in a manner
consistent with federal law.

SECTION 11.12.(c) Wake Forest on behalf of the Institute shall annually calculate

and remit reimbursement payments to the State basedhgéwilowing formula:

(1) Payments to the State shall be based on that share of royalty revenue
proportional to the State funds used for the Subject Project, which shall be
calculated as the ratio of State funds to total funds used to support the
Subject Poject, based on budgets developed consistent with federal research
funding accounting guidelines and including the fair market value of
unreimbursed cGMP facility utilization.

(2) Wake Forest shall calculate net royalty revenue on a Subject
Projectby-Sulject-Project basis by deducting any expenses authorized
under subsection (b)(2) of this section from the total royalty revenue
received from the Subject Project.

(3) Wake Forest shall multiply net royalty revenue by the support ratio
calculated in subseai (c)(1) of this section and then multiply the product
by five percent (5%) to determine the State royalty share ("State Royalty
Share").

(4) The State Royalty Share shall be remitted to the State unless the cumulative
State Royalty Share payments hauvisfiad the total aggregate amount to be
reimbursed as provided in subsection (b)(1) of this section.

SECTION 11.12.(d) Wake Forest on behalf of the Institute shall comply with the

following reporting requirements:

Q) By September 1 of each year, and enfsequently as requested, report to the
Joint Legislative Commission on Governmental Operations, the Fiscal
Research Division, and the Board of Governors of The University of North
Carolina on prior State fiscal year program activities, objectives, and
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acomplishments and prior State fiscal year itemized expenditures and fund
sources. The annual report shall include a report of royalty revenues
generated from the Subject Projects.

(2) Provide to the Fiscal Research Division a copy of the Institute's annual

audited financial statement within 30 days of issuance of the statement.

SECTION 11.12.(e) Remaining allotments after September 1 shall not be released
to the Institute if the reporting requirements provided in subsection (d) of this section are not
satsfied.

SECTION 11.12.(ff) No more than one hundred twenty thousand dollars
($120,000) in State funds shall be used for the annual salary of any one employee of the
Institute. For purposes of this subsection, the term "State funds" means funds apprbpriated
the State to the Institute and interest earned on those funds.

SECTION 11.12.(g) No State funds shall be used by the Institute (i) to hire or
facilitate the hiring of a lobbyist or any person performing the duties or activities of a lobbyist,
without regard to the person's title; or (ii) to facilitate any lobbying efforts.

UNC/STRATEGIC PLAN FUNDS

SECTION 11.13. Of the funds appropriated by this act to the Board of Governors
of The University of North Carolina for the 202815 fiscal biennium, the Bod of Governors
may spend a sum of up to fifteen million dollars ($15,000,000) for the-2013 fiscal year
and a sum of up to fifteen million dollars ($15,000,000) for the 2015 fiscal year to
implement provisions of The University of North CarolB@ategic Plan as set out in the report
"Our Time, Our Future: The University of North Carolina Compact with North Carolina.”

STUDENT FINANCIAL AID/SEMESTER LIMIT

SECTION 11.15.(a) G.S.115G499.2(6) is repealed.

SECTION 11.15.(b) Article 35A of Chaper 115C of the General Statutes is
amended by adding a new section to read:
"8 115G499.2A. Semesterlimitation on eligibility for scholarship.

(a) Except as otherwise provided Isybsection (c) othis section, a studentith a
matriculated status at amstituent institutiorof The University of North Carolinghall not
receive_a scholarship for more thd0 full-time academic semesters, or its equivalent if
enrolled padtime, unless the student is enrolled in a program officially designated by the
Board of Governors as a fivgear degree program. If a student is enrolled in such ayége
degree program, then the student shall not recagiseholarshipfor more than 2 full-time
academic semestersthe equivalent if enrolled patime.

(b) Except asotherwise provided by subsection (c) of this section, a student with a
matriculated status at @mmunity collegeshall not receive a scholarship for more tlsan
full-time academic semesters.toe equivalent if enrolled paitime.

© Upon applicatiorby a student, thappropriate postsecondary institution ngggnt a
waiverto the student who may theaceivea scholarshigior the equivalent of one additional
full-time academic semester if the student demonstrates that any of the following have
substatially disrupted or interrupted the studsnpursuit of a degrealiploma, or certificate
(i) a military service obligation, (ii) serious medical debilitation, (iii) a stemnn or longterm
disability, or (iv) other extraordinary hardshiphe Board & Governorsor the State Board of
Community Collegesas appropriateshall establistpolicies andprocedures to implement the
waiverprovided by this subsectidn.

SECTION 11.15.(c) Article 3 of Chapter 115D of the General Statutes is amended
by adding anew section to read:
"8 115B340.2. Semesterlimitation on_eligibility for North Carolina Community College

grants.
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(a) Except as otherwise provided by this section, a student shall not receive a
needbasedgrant from the North Carolina Community ColleGeant Programfor more than
six full-time academic semesters tle equivalent if enrolled patime.

(b) Upon application by a student, tkemmunity college may grant a waivier the
student who may then receiwegrant from the North Carolina Communitollege Grant
Program for the equivalent ofone additional fultime academic semester if the student
demonstrates that any of the following have substantially disrupted or interrupted the'sstudent
pursuit of adegree, diploma, or certificaté) a military service obligation, (ii) serious medical
debilitation, (iii) a shorterm or longterm disability, or (iv) other extraordinary hardshife
State Boardshall establistpolicies andprocedures to implement theaiver provided by this
subsectior.

SECTION 11.15.(d) G.S.11625.1 reads as rewritten:
"8 11625.1. Limitreeeiptef Semester limitation on eligibility for The University of North

Carolina needbased financial aidgrants-to-traditional-time-periodrequired-to
earn-bacealaureate-degregrants.

€)) Except as otherwise provided by this section, a student shall not receive a grant
from The University of North Carolina Nedthsed Financial Aid Program for more thane
10 full-time academic semesters, or its equivalent if enrolledtipagt unlesshe student is
enrolled in a program officially designated by the Board of Governors as-gef@redegree
program. If a student is enrolled in such afyear degree program, then the student shall not
receive a neetlased grant from The University ofoMh Carolina Needased Financial Aid
Program for more thad1-12 full-time academic semesters or its equivalent if enrolled
parttime.

(b) Upon application by a studenhe-student-may-receive—a—grantfor-one-additional
parttime-or-fulltime-academicamesteras-appropratbe constituent institution may grant a

waiver to the student who may then receive a grant for the equivalent of one additional
full-time academic semestdr the student demonstrates that any of the following have
substantially disipted or interrupted the student's pursuit of a degree: (i) a military service
obligation, (ii) serious medlcal debrlltatron (|||) a shmrm or longterm drsabllrty, or (iv)
other extraordinarya j e
redueed—eeurse—eﬁenngs ardshrp The Board of Governors shall establlsme
appropriatpolicies andprocedures to implement thadditional-semester—extensiaiver
provided by this subsection.”

SECTION 11.15.(e) G.S.116-281(6) is repaled.

SECTION 11.15.(f) Article 34 of Chapter 116 of the General Statutes is amended
by adding a new section to read:
"8 116281.1. Semesterlimitation on eligibility for scholarship.

(@) A student shall not receive a scholarship under this Article forenthan10
full-time academic semesters, or the equivalent if enrolledtipegt unless the student is
enrolled in a program officially designated by the eligible private postsecondary institution as a
five-year degree program. If a student is enrolleduch a fiveyear degree program, then the
student shall not receive a scholarship under this Article for morelthéul -time academic
semesters or the equivalent if enrolled {hante.

(b) Upon application by a studerthe eligible private postseconary institution may
grant a waiver to thetudentwho may therreceive a scholarship for the equivalent of one
additional fulttime academic semester if the student demonstrates that any of the following
have substantially disrupted or interrupted the estésl pursuit of a baccalaureate degree: (i) a
military service obligation, (ii) serious medical debilitation, (iii) a stierm or longterm
disability, or (iv) other extraordinary hardship. Thkgible private postsecondary institution
shall establisipolicies and procedures to implement the waiver provided by this subsection.
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SECTION 11.15.(g) Article 23 of Chapter 116 of the General Statutes is amended
by adding a new section to read:

"8 116209.19A Limit semesters eligible foneedbased grants ad scholarships

The Authority administers the followingeedbasedgrant and scholarshiprograms:the
Education Lottery Scholarships, North Carolina Community College Grant Prodraen,
University of North Carolina NeeBased Financial Aid Program, antleedBased
Scholarships for Students AttendincPrivate Institutions of Higher Education.
G.S.115G499.2A, 11540.2, 11625.1, and 11811 limit the number of semesters that a
student may receive a grant or scholarship from any of those prograialsoprovide the
circumstances in_which a waiver to those limits may be granted by thepaape
postsecondary institutiohe Authority shallenforce these limitationi administering these
programs sdhat unless a waiver is grantdsy the appropriate mgbsecondary institutigmo
studentshall receive a grant or scholarship from any of those prog@anagly combination of
those financial aid progranvghile pursuing a degreéiploma, or certificatéor more tharany
of the following time periods(i) 10 full-time academic semesters or its equivalent if enrolled
parttime or (ii) 12 full-time academic semesters or its equivalent if the student is enrolled in a
program officially designated as a fiyear degree program.

A postsecondary institution that gta a waiverunder G.S.115G499.2A, 115B340.2,
11625.1, or 1162811 shall certify the granting ofhe waiver in a manner acceptable tte
Authority and shall alsmaintaindocumentatiosubstantiatinghe reason fothe waiver:

SECTION 11.15.(h) The State Education Assistance Authority shall structure its
payment schedule to encourage students to complete an average of 30 credit hours per
academic year. The State Education Assistance Authority shall report to the Joint Legislative
Education OversighEommittee by March 1, 2014, regarding the measures implemented by the
Authority pursuant to this subsection.

SECTION 11.15.(i) This section applies to the 202815 academic year and each
subsequent academic year.

STUDY SCHOOL OF SCIENCE AND MATHEMATICS/ MORGANTON CAMPUS

SECTION 11.16.(a) The Board of Governors of The University of North Carolina,
the North Carolina School of Science and Mathematics (School of Science and Math), and the
Department of Public Instruction shall jointly study the feasibitifyestablishing a western
campus for the School of Science and Math at the School for the Deaf in Morganton. In its
study, the Board of Governors, the School of Science and Math, and the Department of Public
Instruction shall consider the number of studemith excellent academic records who apply to
the School of Science and Math but are not accepted because of the School's lack of physical
space to accommodate additional students. They may also consult with the Department of
Administration regarding whatf any, renovations would be required at the School for the Deaf
if a western campus for the School of Science and Math were located at that facility.

If it is determined that the School for the Deaf is not a suitable site for the location
of a western ampus, the Board of Governors, School of Science and Math, and the Department
of Public Instruction in consultation with the Department of Administration may consider other
sites in western North Carolina that are available as a site.

SECTION 11.16.(b) The Department of Administration shall, upon request by the
Board of Governors, the North Carolina School of Science and Math, and the Department of
Public Instruction, provide information regarding renovations that may be required to locate a
western campuBor the School of Science and Math at the School for the Deaf and shall also
provide, upon request, information regarding other Siateed real property that may be
available for such a purpose.

SECTION 11.16.(c) The Board of Governors, the School ofé®ce and Math, and
the Department of Public Instruction shall report their findings and recommendations to the
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House of Representatives and Senate Appropriations Subcommittees on Education by February
1, 2014.

STUDY NC GUARANTEED ADMISSION PROGRAM

SECTION 11.17.(a) The Board of Governors of The University of North Carolina
and the State Board of Community Colleges shall jointly study the feasibility of establishing an
alternative undergraduate admission program to be known as the North Carolina Gdarantee
Admission Program (NC GAP). The goals of NC GAP shall be to encourage and assist more
students to obtain a baccalaureate degree within a shorter time period; to provide students with
a college education at significantly lower costs for both the studehtttee State; to help
decrease the amount of debt resulting from loans that a student may owe upon graduation; to
provide a student with an interim degree that may increase a ssudénbpportunities if the
student chooses not to continue postseconédrcation; and to provide easier access to
academic counseling that will assist a student in selecting coursework that reflects thésstudent
educational and career goals and helps the student succeed academically.

NC GAP shall be designed as an alterreatmission program for students who
apply for admission to a constituent institution and satisfy the admission criteria but whose
academic credentials are not as competitive as other students admitted to the institution. A
student admitted to a constituenstitution through NC GAP must agree to defer enroliment at
the institution until the student earns an associate degree from one of the Gta@unity
colleges. Counseling and assistance shall be provided by the community college to any student
in NC GAP to help the student in selecting coursework that reflects the ssudduatational
and career goals and that provides a smooth transition from the community college to the
constituent institution.

Once awarded the associate degree from the commcoiiigge, the student is
entitled to admission as a junior at the constituent institution.

Each constituent institution of higher education would be directed to establish NC
GAP as part of its undergraduate admission program.

SECTION 11.17.(b) The Board ofGovernors of The University of North Carolina
and the State Board of Community Colleges shall report their findings and recommendations
regarding NC GAP to the Joint Legislative Education Oversight Committee by March 1, 2014.
The report shall include a oprehensive description of the proposed program, including the
criteria that would be used to determine which students would be required to participate in the
progam as a condition of enrollmeaind the academic counseling that would need to be
availableto help students in NC GAP succeed academically.

UNC ISCHOOL/CAREER AND COLLEGE PROMISE PROGRAM

SECTION 11.18. The University of North Carolina at Greensboro and the
Department of Public Instruction shall jointly study the feasibility of restarting tRE-G
iSchool by incorporating it as a part of the Career and College Promise Program. As part of the
study, the University of North Carolina at Greensboro and the Department of Public Instruction
shall consider the cost of incorporating the iSchool witha existing structure of the Career
and College Promise Program. The University of North Carolina at Greensboro and the
Department of Public Instruction shall report to the Joint Legislative Education Oversight
Committee by March 1, 2014, regarding tHeidings and recommendations.

PART Xll. DEPARTMENT OF HEALTH AND HUMAN SERVICES

SUBPART XII-A. CENTRAL MANAGEMEN T AND SUPPORT
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DEPARTMENT FLEXIBILITY TO ACHIEVE DEPARTMENTAL PRIORITIES AND
ENHANCE FISCAL OVERSIGHT AND ACCOUNTABILITY

SECTION 12A.1.(a) Notwithstanding any other provision of law to the contrary
and consistent with G.843B-10, the Secretary of the Department of Health and Human
Services may reorganize positions and related operational costs within the Department (i) upon
a demonstration bthe Department of cogffectiveness and (ii) after approval by the Office of
State Budget and Management (OSBM) of a written proposal submitted by the Department to
OSBM. Proposals submitted to OSBM under this section shall, at a minimum, identify the
paositions involved and the strategies to be implemented in order to achieve efficiencies.

SECTION 12A.1.(b) In order to enhance fiscal oversight and accountability, the
Secretary of the Department of Health and Human Services may realign existing regources
expand its internal audit capacity. The Secretary may identify up to 32 existing positions for
this purpose. Any realignment of resources and positions pursuant to this subsection is subject
to the prior approval of OSBM. Notwithstanding any provisidériagv to the contrary, these
realignments shall be reflected in the authorized budget. The expanded Office of Internal Audit
shall provide the Department's management personnel with independent reviews and analyses
of various functions and services withile Department, including operational audits,
performance audits, compliance audits, financial audits, and other special reviews.

SECTION 12A.1.(c) By no later than June 30, 2014etDepartment shall report
any actions undertaken pursuant to this sed¢tidhe Joint Legislative Oversight Committee on
Health and Human Services and the Fiscal Research Division. The report shall, at a minimum,
identify the positions involved and the strategies implemented to achieve efficiencies, to
expand internal audit pacity, or both.

FUNDING FOR NONPROFIT ORGANIZATIONS/ESTABLISH COMPETITIVE
GRANTS PROCESS

SECTION 12A.2.(a) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Central Management and Support, the sum of nine
million five hundred twentynine thousand one hundred thifgur dollars ($9,529,134) in
recurring funds for each year of the 2€A@L5 fiscal biennium, the sum of three hundred
seventeen thousand four hundred dollars ($317,400) in nonrecurring furedgifoyear of the
20132015 fiscal biennium, and the sum of three million eight hundredtfifoythousand five
hundred dollars ($3,852,500) appropriated in Section 12J.1 of this act for each year of the
20132015 fiscal biennium shall be used to allocatedfs for nonprofit organizations.

SECTION 12A.2.(b) For fiscal year 201-2014 only, from funds appropriated
under subsection (a) of this section, the Department shall allocate the designated amounts to the
following nonprofit organizations:

(1) North Cardina Senior Games, Inc. $ 121,481
(2)  ARC of North Carolina 305,598
(3) ARC of North Carolina Wilmington 51,048
(4)  Autism Society of North Carolina 2,941,818
(5) The Mariposa School for Children with Autism 339,879
(6) Easter Seals UCP of North Carain 1,619,439
(7)  ABC of North Carolina Child Development Center 366,703
(8) Residential Services, Inc. 246,424
(9) Oxford House, Inc. 200,000
(10) Brain Injury Association of North Carolina 225,223
(11) Food Bank of Central and Eastern North Carolina, Inc500,001
(12) Food Bank of the Albemarle 500,001
(13) Manna Food Bank 500,001
(14) Second Harvest Food Bank of Metrolina, Inc. 500,001
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(15)
(16)

(17)
(18)
(19)
(20)
(21)

(22)
(23)

Second Harvest Food Bank of Northwest

North Carolina, Inc. 500,001
Second Harvest Food Bank of Southeast

North Carolina 499,999
Prevent Blindness NC 458,163
Maternity Homes 375,000
NC High School Athletic Association (NCHSAA) 332,491
Work Firsti Boys & Girls Clubs 2,452,500
Vocational Rehabilitation ServicésEaster Seal

Society/UCP NorttCarolina 188,263
ALS Jim"CatfisH' Hunter 400,000
Accessible Electronic Information for Blind and

Disabled Persons 75,000

SECTION 12A.2.(c) No later than December 1, 2013, each nonprofit organization
receiving funding pursuant to subsection @b)this section shall submit to the Division of
Central Management and Support a written report of all activities funded by State
appropriations. The report shall include the following information about the fiscal year
preceding the year in which the repis due:

(1)
)

(3)

(4)
(5)
(6)

The entitys mission, purpose, and governance structure.

A description of the types of programs, services, and activities funded by
State appropriations.

Statistical and demographical information on the number of persons served
by these programs, services, and activities, including the counties in which
services are provided.

Outcome measures that demonstrate the impact and effectiveness of the
programs, services, and activities.

A detailed program budget and list of expendig, including all positions
funded and funding sources.

The source and amount of any matching funds received by the entity.

SECTION 12A.2.(d) It is the intent of the General Assembly thHzginning fiscal
year 20142015 the Department implement ampetitive grants process for nonprofit funding.
To that end, the Department shall develop a plan that establishes a competitive grants process
to be administered by the Division of Central Management and Support. The Department shall
develop a plan thasat a minimum, includes each of the following:

(1)
(2)
3)
(4)

A request for application (RFA) process to allow nonprofits to apply for and
receive State funds on a competitive basis.

A requirement that nonprofits match a minimum of ten percent (10%) of the
total anount of the grant award.

A requirement that the Secretary prioritize grant awards to those nonprofits
that are able to leverage n@tate funds in addition to the grant award.

A process that awards grants to nonprofits dedicated to providinge®om

a statewide basis and that support any of the following State health and
wellness initiatives:

a. A program targeting advocacy, support, education, or residential
services for persons diagnosed with autism.

b. A comprehensive program of educatiorgvacacy, and support
related to brain injury and those affected by brain injury.

C. A system of residential supports for those afflicted with substance

abuse addiction.
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d. A program of advocacy and supports for individuals with intellectual
and developmeat disabilities or severe and persistent mental iliness,
substance abusers, or the elderly.

e. Supports and services to children and adults with developmental
disabilities or mental health diagnoses.

f. A food distribution system for needy individuals.

g. The provision and coordination of services for the homeless.

h. The provision of services for individuals aging out of foster care.

I. Programs promoting wellness, physical activity, and health education
programming for North Carolinians.

J- A program focsed on enhancing vision screening through the 'State
public school system.
k. Provision for the delivery of afteschool services for atsk youth.

l. The provision of direct services for amyotrophic lateral sclerosis
(ALS) and those diagnosed with thisehse.

m. The provision of assistive information technology services for blind
and disabled persons.

(5) Ensures that funds received by the Department to implement the plan
supplement and do not supplant existing funds for health and wellness
programs andhitiatives.

SECTION 12A.2.(e) No later than February 1, 2014, the Secretary of Health and

Human Services shall develop a plan for the implementation of the competitive grants process
for nonprofit funding and shall report to the Joint Legislative OgatsCommittee on Health
and Human Services on the plan.

SECTION 12A.2.(f) No later than March 1, 2014, the Secretary of Health and
Human Services shall implement the plan for the competitive grants process.

SECTION 12A.2.(g) No later than July 1, 2014he Secretary shall announce the
recipients of the competitive grant awards and allocate funds to the grant recipients for the
20142015 fiscal year pursuant to the amounts designated under subsection (a) of this section.
After awards have been granted, Becretary shall submit a report to the Joint Legislative
Oversight Committee on Health and Human Services on the grant awards that includes at least
all of the following:

(1) The identity and a brief description of each grantee and each program or

initiative offered by the grantee.

(2)  The amount of funding awarded to each grantee.

(3) The number of persons served by each grantee, broken down by program or
initiative.

SUPPLEMENTAL SHORT -TERM ASSISTANCE FOR GROUP HOMES

SECTION 12A.2A.(a) As used in thiset, "group homé& means any facility that (i)
is licensed under Chapter 122C of the General Statutes, (ii) meets the definition of a supervised
living facility under 10A NCAC 27G .5601(c)(1) or 10A NCAC 27G .5601(c)(3), and (iii)
serves adults whose primadijagnosis is mental illness or a developmental disability but may
also have other diagnoses.

SECTION 12A.2A.(b) From the funds appropriated in this act to the Department
of Health and Human Services, Division of Central Management and Support, the faumn of
million six hundred thousand dollars ($4,600,000) in nonrecurring funds shall be used to
provide temporary, shoeterm financial assistance in the form of a monthly payment to group
homes on behalf of each resident who meets all of the followiregiarit

Q) Was eligible for Medicaigtovered personal care services (PCS) prior to

January 1, 2013, but was determined to be ineligible for PCS on or after
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January 1, 2013, due to Medicaid State Plan changes in PCS eligibility
criteria specified in Sectioh0.9F of S.L. 201242, as amended by Section
3.7 of S.L. 2012145 and Section 70 of S.L. 20124.

(2) Has continuously resided in a group home since December 31, 2012.

SECTION 12A.2A.(c) These monthly payments shall be subject to all of the
following requirements and limitations:

(1) The amount of the monthly payments authorized by this section shall not

exceed four hundred sixfpur dollars and thirty cents ($464.30) per month
for each resident who meets all criteria specified in subsection (b) of this
section.

(2) A group home that receives the monthly payments authorized by this section
shall not, under any circumstances, use these payments for any purpose other
than providing, as necessary, supervision and medication management for a
resident who mes all criteria specified in subsection (b) of this section.

(3) The Department shall make monthly payments authorized by this section to
a group home on behalf of each resident who meets all criteria specified in
subsection (b) of this section only foretiperiod commencing July 1, 2013,
and ending June 30, 2014, or upon depletion of the four million six hundred
thousand dollars ($4,600,000) in nonrecurring funds appropriated in this act
to the Division of Central Management and Support for the -2013 fscal
year for the purpose of this section, whichever is earlier.

(4)  The Department shall make monthly payments authorized by this section
only to the extent sufficient funds are available from the four million six
hundred thousand dollars ($4,600,000h@amrecurring funds appropriated in
this act to the Division of Central Management and Support for the
20132014 fiscal year for the purpose of this section.

(5)  The Department shall not make monthly payments authorized by this section
to a group home onefalf of a resident during the pendency of an appeal by
or on behalf of the resident underS.108A-70.9A.

(6) The Department shall terminate all monthly payments pursuant to this
section on June 30, 2014, or upon depletion of the funds appropriatesl in th
act to the Division of Central Management and Support for the-2013
fiscal year for the purpose of this section, whichever is earlier.

(7) Each group home that receives the monthly payments authorized by this
section shall submit to the Departmeniish of all funding sources for the
operational costs of the group home for the preceding two years, in
accordance with the schedule and format prescribed by the Department.

SECTION 12A.2A.(d) The Department shall use an existing mechanism to
administerthese funds in the least restrictive manner that ensures compliance with this section
and timely and accurate payments to group homes. The Department shall not, under any
circumstances, use any portion of the four million six hundred thousand dollar80$0®)
appropriated in this act to the Division of Central Management and Support for the purpose of
this section for any other purpose.

SECTION 12A.2A.(e) By no later than April 1, 2014, the Department of Health
and Human Services shall submit to thentlbegislative Oversight Committee on Health and
Human Services and the Fiscal Research Division:

(1) A plan for a longterm solution for individuals residing in group homes who
would like to continue residing in this setting and, as a result of an
indepandent assessment, have been determined to need only supervision,
medication management, or both.
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(2) A list of funding sources for each group home that receives assistance
authorized by this section, based on the information provided to the
Department purgant to Section 12A.2A(c)(7).

SECTION 12A.2A.(f) Nothing in this section shall be construed as an obligation
by the General Assembly to appropriate funds for the purpose of this section, or as an
entitlement by any group home, resident of a group honwher person to receive temporary,
shortterm financial assistance under this section.

SECTION 12A.2A.(g) This section expires June 30, 2014.

ESTABLISH STATEWIDE TELEPSYCHIATRY PROGR AM

SECTION 12A.2B.(a) By no later than August 15, 2013, the Office Riiral
Health and Community Care of the Department of Health and Human Services shall develop
and submit to the Senate Appropriations Committee on Health and Human Services, the House
Appropriations Subcommittee on Health and Human Services, the Joinlatiggi©versight
Committee on Health and Human Services, and the Fiscal Research Division a plan to
implement a statewide telepsychiatry program to be administered by East Carolina University
Center for Telepsychiatry andBehavioral Health (ECU Centerrfdelepsychiatry) pursuant
to a contract between the Department and ECU Center for Telepsychiatry. The plan shall be
substantially similar to the Albemarle Hospital Foundation telepsychiatry project currently
operating in 14 hospitals in eastern North @aeoand shall allow all hospitals licensed to
operate in the State under Chapter 131E or Chapter 122C of the General Statutes to participate
in the telepsychiatry program, either as a consultant site or as a referring site. As used in this
section, the tens "consultant siteand"referring sité are as defined i6.S.143B-139.4B(a).
In addition, the plan shall include at least all of the following:

(1)  Specific steps to be taken by ECU Center for Telepsychiatry, within
specified time periods, to work tand implementation of the telepsychiatry
program on a statewide basis.

(2) Specific steps to be taken by the Department to oversee and monitor
establishment and administration of the program.

3) Estimated program costs and rates of payment for telepsychéavices.

4) Requirements for liability coverage related to participation in telepsychiatry.

SECTION 12A.2B.(b) Article 3 of Chapter 143B of the General Statutes is

amended by adding a new section to read:
"8§ 143B-139.4B Office of Rural Health and Community Care to overseeand monitor
establisiment and administration of statewidetelepsychiatryprogram.
(@) The following definitions apply in this section:

(1) Consultantsite. i The hospital or othesite at which the consulting provider
is physically located at the timéhe consulting provider deliveithe acute
mental healtlor substance abusare by means of telepgyatry.

(2) Hospital.i A facility licensed under Chapter 131E or Chapter 122C of the
General Statutesr a Statefacility listed inG.S.122G181.

3 Referring sitei Thehospitalat which the patient is physically located

(4)  Telepsychiatry.i The delivery of acute mental health or substance abuse

care, including diagnosis or treatment, by meanswai-way realtime
interactive adio andvideoby aconsultingproviderat a consultant site #n
individual patient at a referring site. The term does not incthéetandard
use of telephons, facsimile transmissions, unsecurgl@ctronicmail, or a
combination of thesm the cours®f care

(5)  Consultingprovider.i A physician or other health care provider licensed in
this State to provide acute mental healtBubstanc@buse care.
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(b)  The North CarolinaOffice of Rural Health and Community Carneadl oversee the
establisment am administration ofa statewideelepsychiatryprogram that allowsreferring

sitesto utilize consulting providerat a consultant sit® providetimely psychiatric assessment

and rapid initiation of treatment fgratientsat the referring sitexperienang anacutemental

healthor substance abusmisis Notwithstanding the provisions éfrticle 3 of Chapter 143 of

the General Statutes any other provision of lawthe Office of Rural Health and Community

Care shall contract with East Carolina Universitenter for Telepsychiatry andBzehavioral

Health to administer th telepsychiatry programThe contract shall include provision

requiring East Carolina University Center for Telepsychiatry aBelsvioral Health tavork

toward implementindghis progam on a statewide bas$ig no later than January 1, 205hd to

report annually to the Office of Rural Health and Community Caien the following

performance measures:

(1)

)
3)
(4)

Number ofconsutantsites and referring sitggarticipating in the program.
Number of psychiatric assessments conducted under the proggponted
by site or region

Length of stayof patients receiving telepsychiatry serviageshe emergency
departments of hospitals participating in the prograraported by
disposition

Number of involuntary commitmentecommended as a resultpsfychiatric
assessmestconducted by consulting provideunder the progranreported
by site or region antty year and comparedio the number of involuntary
commitments recommended prior to implentation of this program

(c) The Office of Rural Health and Community Care shall haWeof the following

powers and duties lagive to the statewide telepsychiatry program:

1)
)

E B

B

S

B B
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Ongoingoversight anagnonitoring ofthe program

Ongoing monitoring othe performance dEast Carolina University Center
for Telepsychiatry and -Behavioral Healthunder its contract with the
Departmentincludingall of the following:

a. Review ofthe performance measures describedubsection (b) of
this section
b. Annual site visits to East Carolina University Center for

Telepsychiatry and-Behavioral Health
Facilitaion of programlinkages withcritical accesshospitalsand small rural
hospitas.
Conducing visits to referring sites and consultant site® monitor
implementation of th@rogram andupon implementation, condiiiet) these
site visits at leagtnceannually.
Addresing barriers _and concerns identifiedy consulting providers
consulantsites, and referring sitgmrticipating in the program.
Encouraging patrticipation in the program by all potentahsulant sites
consulting providersandreferring sites throughout the State and promoting
continued participationin _the programby consulant sites consulting
providers,and referring $es throughout the State.
Compiling a list of recommendationfor future telehealth initiatives based
onoperation othe statewide telepsychiatry program.
Reviewing on a gquarterly basis the financial statementEast Carolina
University Centerfor Telepsychiatry and-Behavioral Healthrelated to the
telepsychiatry progranm order to comparand monitomprojectedandactual
program costs.
Annually reporting to the Legislative Oversight Committee on Health and
Human Services and the Fis&dsearch Divisiomn or beforeNovember 1
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on theoperationand effectiveness of the program. The report shall include
information on each of the performance measures described in subsection (b)
of this section.
(d)  The Departmentshall adopt rules necessato ensure the health and safety of
patientswho receive cargliagnosis, otreatment under thtelepsychiatry prograrauthorized
by this sectiorf
SECTION 12A.2B.(c) From the funds appropriated in this act to the Department of
Health and Human ServiceBivision of Central Management and Support, Office of Rural
Health and Community Care, the sum of two million dollars ($2,000,000) for the 22013
fiscal year and the sum of two million dollars ($2,000,000) for the -2014 fiscal year shall
be useddr the following purposes:

(1) To enter into a contract with East Carolina University Center for
Telepsychiatry and-Behavioral Health for statewide implementation and
administration of the telepsychiatry program authorized in
G.S.143B-139.4B of the Gemal Statutes.

(2) To purchase needed telepsychiatry equipment for the State facilities listed in
G.S.122G181 that participate in the statewide telepsychiatry program.

HEALTH INFORMATION TECHNOLOGY

SECTION 12A.3.(a) The Department of Health and Humann8ees, in
cooperation with the State Chief Information Officer, shall coordinate health information
technology (HIT) policies and programs within the State of North Carolina. The Department's
goal in coordinating State HIT policy and programs shall keevtind duplication of efforts and
to ensure that each State agency, public entity, and private entity that undertakes health
information technology activities does so within the area of its greatest expertise and technical
capability and in a manner thatpports coordinated State and national goals, which shall
include at least all of the following:

(1) Ensuring that patient health information is secure and protected, in
accordance with applicable law.

(2) Improving health care quality, reducing medicaloesr reducing health
disparities, and advancing the delivery of patisgnitered medical care.

3) Providing appropriate information to guide medical decisions at the time and
place of care.

(4) Ensuring meaningful public input into HIT infrastructure depenent.

(5) Improving the coordination of information among hospitals, laboratories,
physicians' offices, and other entities through an effective infrastructure for
the secure and authorized exchange of health care information.

(6) Improving public healthservices and facilitating early identification and
rapid response to public health threats and emergencies, including
bioterrorist events and infectious disease outbreaks.

(7) Facilitating health and clinical research.

(8) Promoting early detection, prev#&on, and management of chronic diseases.

SECTION 12A.3.(b) The Department of Health and Human Services shall

establish and direct an HIT management structure that is efficient and transparent and that is
compatible with the Office of the National Heal@oordinator for Information Technology
(National Coordinator) governance mechanism. The HIT management structure shall be
responsible for all of the following:

Q) Developing a State plan for implementing and ensuring compliance with
national HIT standasiand for the most efficient, effective, and widespread
adoption of HIT.
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(2)

3)
(4)

(5)
(6)

(7)
(8)
(9)

(10)

(11)

Ensuring that (i) specific populations are effectively integrated into the State
plan, including aging populations, populations requiring mental health
services, and populationslizing the public health system, and (ii) unserved
and underserved populations receive priority consideration for HIT support.
Identifying all HIT stakeholders and soliciting feedback and participation
from each stakeholder in the development ofStee plan.

Ensuring that existing HIT capabilities are considered and incorporated into
the State plan.

Identifying and eliminating conflicting HIT efforts where necessary.
Identifying available resources for the implementation, operation, and
maintenance of health information technology, including identifying
resources and available opportunities for North Carolina institutions of
higher education.

Ensuring that potential State plan participants are aware of HIT policies and
programs andhe opportunity for improved health information technology.
Monitoring HIT efforts and initiatives in other states and replicating
successful efforts and initiatives in North Carolina.

Monitoring the development of the National Coordinator's stiaiggn and
ensuring that all stakeholders are aware of and in compliance with its
requirements.

Monitoring the progress and recommendations of the HIT Policy and
Standards Committee and ensuring that all stakeholders remain informed of
the Committes' recommendations.

Monitoring all studies and reports provided to the United States Congress
and reporting to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division on the impact of report
recommendationsn State efforts to implement coordinated HIT.

SECTION 12A.3.(c) Section 10.24(c) of S.L. 201145 reads as rewritten:

"SECTION 10.24.(c) Beginning-October1,-2011-the Department-of-Health-and-Human
Services—shallprovide—quarterly—written—repBrtsno later than January 15, 2015, the

Department of Health and Human Services shall provide a written @pahie status of HIT

efforts to theJoint Leqislative Oversight Committee on Health and Human Seraivgghe

Flscal Research

DIVISIOﬂ Thepe#&dueeaeh%ana&w—l—and%eﬂy—l—shaﬂ—eensst—ef—updates to

Fepen—'Fhe—Fepe#ts—elue—eaeh—QetebeH.—aM—Ap p drt shall be comprehensive and shall

include all of theollowing:

(1)
)

3)
(4)
()
(6)
(7)
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Current status of federal HIT initiatives.

Current status of State HIT efforts and initiatives among both public and
private entities.

A breakdown of current public and private funding sources and dollar
amounts for State HIT initieves.

Department efforts to coordinate HIT initiatives within the State and any
obstacles or impediments to coordination.

HIT research efforts being conducted within the State and sources of funding
for research efforts.

Opportunities for stadholders to participate in HIT funding and other efforts
and initiatives during the next quarter.

Issues associated with the implementation of HIT in North Carolina and
recommended solutions to these issues."
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FUNDS FOR REPLACEMENT MEDICAID MANAGEMENT INFORMATION
SYSTEM/IMPLEMENTATION OF REPLACEMENT MMIS

SECTION 12A.4(a) The Secretary of the Department of Health and Human
Services may utilize prior year earned revenue received for the replacement MMIS in the
amount of nine million six hundred fiftgight thousand one hundred fitywo dollars
($9,658,152) for the 2013014 fiscal year and in the amount of one million six hundred
sixty-six thousand six hundred twerfiye dollars ($1,666,625) for the 20:2O15 fiscal year.

In the event the Department &b not receive prior year earned revenues in the amounts
authorized by this section, or funds are insufficient to advance the project, the Department may,
with prior approval from the Office of State Budget and Management (OSBM), utilize
overrealized recpts and funds appropriated to the Department to achieve the level of funding
specified in this section for the replacement MMIS.

SECTION 12A.4.(b) The Department shall make full development of the
replacement MMIS a top priority. During development anglementation of the replacement
MMIS, the Department shall develop plans to ensure the timely and effective implementation
of enhancements to the system to provide the following capabilities:

(1) Receiving and tracking premiums or other payments requyréaib

(2) Compatibility with the Health Information System.

SECTION 12A.4.(c) The Department shall make every effort to expedite the
implementation of the enhancements. The replacement MMIS shall have the capability to fully
implement the administratioof NC Health Choice, Ticket to Work, CAP ChildierProgram,
all relevant Medicaid waivers, and the Medicare 646 waiver as it applies to Medicaid eligibles.

SECTION 12A.4.(d) The Office of the State Chief Information Officer (SCIO) and
the Office of Infomation Technology Services (ITS) shall work in cooperation with the
Department to ensure the timely and effective implementation of the replacement MMIS and
any enhancements. The SCIO shall ensure that the replacement MMIS meets all State
requirements foproject management and shall immediately report any failure to meet these
requirements to the Joint Legislative Oversight Committee on Health and Human Services, the
Joint Legislative Oversight Committee on Information Technology, the Fiscal Research
Division, and the Office of State Budget and Management. The SCIO shall also immediately
report if any replacement MMIS project, or portion of a project, is listed as red in the project
portfolio management tool.

SECTION 12A.4.(e) NotwithstandingG.S.114-2.3, the Department shall consult
with the Office of the SCIO concerning the retention of private counsel for the replacement
MMIS, and as directed by the Office of the SCIO, retain private counsel with expertise in
pertinent information technology and computew to negotiate and review contract
amendments associated with the replacement MMIS. The private counsel engaged by the
Department shall review the replacement MMIS contract amendments between the Department
and the vendors to ensure that the requirésnehsubsection (c) of this section are met in their
entirety and that the terms of the contract amendments are in the Btatanterest.

SECTION 12A.4.(f) The Department shall immediately report any changes to the
replacement MMIS implementation sxtules to the Joint Legislative Oversight Committee on
Health and Human Services, the Joint Legislative Oversight Committee on Information
Technology, the Fiscal Research Division, and the Office of State Budget and Management,
with a full explanation oftte reason for the change and any associated costs.

SECTION 12A.4.(g) The Department shall provide the following reports on the
replacement MMIS by the dates specified in this subsection to the Joint Legislative Oversight
Committee on Health and Human Sees, the Joint Legislative Oversight Committee on
Information Technology, the Fiscal Research Division, and the Office of State Budget and
Management:
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(1)

(2)

®3)

(4)

By no later than September 1, 2013, a progress report on full implementation
of the replacement MMISwvhich shall include at least all of the following:

a.

b.

Any issues encountered following thgo-live" date of July 1, 2013,
and how each issue was resolved.

Any system requirements for manual workarounds and the time line
for implementing an automatedsolution for each manual
workaround.

Required capabilities that are not available in the replacement MMIS
on the "golive" date of July 1, 2013, with a date for the
implementation of each.

By no later than November 1, 2013, a progress report omfplementation
of the replacement MMIS, which shall include at least all of the following:

a.

An updated estimate of the costs associated with operating and
maintaining the system during the 262314 and 20142015 fiscal
years, with an explanation for ywnchanges from previous
submissions.

The cost, if any, associated with the resolution of each issue
encountered following thégo-live" date of July 1, 2013, and the
source of funding for the associated cost.

The cost, if any, associated with anyteys requirements for manual
workarounds, the source of funding used to pay for the associated
cost, the cost associated with transitioning to each automated
solution, and the source of funding for each identified cost.

A comparison of timeliness and aecacy of payments for legacy
system and replacement system transactions, using the same criteria
for both.

The cost, if any, associated with implementation of any required
capabilities that are not available in the replacement MMIS on the
"go-live" dateof July 1, 2013.

By no later than December 1, 2013, a plan for the elimination of the Office
of Medicaid Management Information System Services (OMMISS) and the
transfer of its remaining operations to other Divisions within the Department
of Health anl Human Services. This plan shall include at least all of the
following:

a.

The specific operations to be transferred to other Divisions within the
Department, the specific Division to which each operation will be
transferred, the State personnel that vii# impacted by each
transfer, costs associated with each transfer, and sources of funding
to enable the identified Divisions to assume these transferred
operations.

Any State personnel costs that will result from the dissolution of
OMMISS, including tle costs of any severance payments and any
compensatory time earned during the course of the project, broken
down by employee; and any identified sources of funding to pay for
these personnel costs.

A plan for transitioning out of the space currentlyskeé by the State

for OMMISS, costs associated with this transition, and any savings
that will result from the transition.

By no later than January 15, 2014, a preliminary report on the Depagment
plan for achieving system certification, which shattlude at least all of the
following:
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a. A description of the process.

b. A detailed time line.

C. Any issues that could impact the timing of system certification and
plans to mitigate identified issues.

d. Any costs associated with system certification.

e Any identified funding sources to pay for costs associated with

system certification.

SECTION 12A.4.(h) The Department shall complete the Reporting and Analytics
Project solution simultaneously with the implementation of the replacement MMIS.

SECTION 12A.4.(I) Notwithstanding any other provision of law and to the extent
permitted by federal law, the Department shall not approve any overtime or compensatory time
related to the replacement MMIS after August 1, 2013, without the prior written approkal of t
Office of State Personnel for each specific instance of overtime or compensatory time.
Beginning August 1, 2013, the Department shall submit a monthly report to the Joint
Legislative Oversight Committee on Health and Human Services, the Joint Legislativ
Oversight Committee on Information Technology, and the Fiscal Research Division on the total
amount of approved overtime and compensatory time related to the replacement MMIS for the
preceding calendar month.

SECTION 12A.4.j)) The Department shall plarand implement system
modifications necessary to enable entities under contract with the Department to perform
Medicaid claim adjudication irhe replacement MMISThe Department shall implement these
system modifications by the earlier of January 1, 2@ik5prior to renewing any contract
currently in effect with an entity required to perform Medicaid claim adjudication in the
replacement MMIS pursuant to this sectionUpon implementation of these system
modifications, the Department shall require all Madicclaim adjudication to be performed by
the replacement MMIS, including all Medicaid claim adjudication performed by entities under
contract with the Departmenthe Department may require entities under contract with the
Department to contract directhyith the States Medicaid fiscal agent to provide technical
support for Medicaid claim adjudication performed by the replacement MMIS for these
entities, subject to prior approval of contract terms by the Department. The Department may
charge entities undeontract with the Department a fee not to exceed the amount necessary to
cover the full operating cost of Medicaid claim adjudication performed by the replacement
MMIS for these entities.

SECTION 12A.4.(k) Subsection (j) of this section becomes effextiuly 1, 2014.

FRAUD DETECTION THROUGH NORTH CAROLINA ACCOUNTABILITY AND
COMPLIANCE TECHNOLOGY SYSTEM

SECTION 12A.5. The Department of Health and Human Services shall work with
the Governmental Data Analytics Center (GDAC) to develop an integration@lawerage
the North Carolina Financial Accountability and Compliance Technology System (NC
FACTS), which is the Stateenterprisdevel fraud detection system operated by GDAC, in an
effort to detect and prevent potential fraud, waste, and impropergrdsy.

The integration plan shall include a feasibility analysis, a proposed integration time
line, and a cost estimate to integrate the following systems with NC FACTS:

(1) NCTracks, the replacement Medicaid Management Information System

(MMIS).

(2) North Carolina Child Treatment Program (NC CTP) Sfateded secure
database.

(3) North Carolina Families Accessing Services through Technology (NC
FAST).
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The integration plan shall include opportunities to leverage existing data integration and
analytics contacts and licenses for the purposes of optimizing cost effectiveness and generating
greater efficiencies. The integration plan shall also include proposals for how to protect medical
and other private information stored in the NCTracks, NC CTP, and NC FAST.

No later than April 1, 2014, the Department shall report a plan to integrate the
systems listed in this section to the Joint Legislative Oversight Committee on Information
Technology and the Joint Legislative Oversight Committee on Health and HumareServic

FUNDING FOR NORTH CAROLINA FAMILIES ACCESSING SERVICES
THROUGH TECHNOLOGY (NC FAST); REPORT ON ELIGIBILITY
DETERMINATIONS FOR THE EXCHANGE

SECTION 12A.6.(a) Funds appropriated in this act in the amount of eight hundred
sixty-four thousand six hundrefifty -five dollars ($864,655) for State fiscal year 22015
along with the cash balance in Budget Code 24410 Fund 2411 for the North Carolina Families
Accessing Services through Technology (NC FAST) project shall be used to match federal
funds in fiscal years 20132014 and 20142015 to expedite the development and
implementation of the Eligibility Information System (EIS), Child Care, Low Income Energy
Assistance, and Crisis Intervention Programs, and Child Service components of the NC FAST
project.

SECTION 12A.6.(b) The Department of Health and Human Services shall report
on NC FAST's performance in providing eligibility determinations for Medicaid applicants on
the federally facilitated Health Benefit Exchange, a required function of NC FAST dirgcted b
Section 2 of S.L. 2018. The report shall contain a description of the following:

(1) Funding sources, funding amounts, and expenditures for the project

beginning in fiscal year 2012013 through the time of the report.

(2)  Any challenges with the elibility determination project and how NC FAST
solved those challenges.

(3) The number of eligibility determinations performed for applicants on the
federally facilitated Health Benefit Exchange, including an analysis of on
what days and for how many persoe8gibility determinations were
performed as well as how many applicants were determined to be eligible.

The Department shall submit a report to the Joint Legislative Commission on Governmental

Operations, the Joint Legislative Oversight Committee onthl@ad Human Services, and the

Joint Legislative Oversight Committee on Information Technology three months after open

enrollment begins for the federally facilitated Health Benefit Exchange.

LIABILITY INSURANCE
SECTION 12A.7. Article 31 of Chapter 58 ahe General Statutes is amended by

adding a new section to read:
"8 5831-26. Medical liability insurance for certain physicians and dentists

(a) The Secretary of the Department of Health and Human Services and the Secretary
of the Department of PubliBafety may provide medical liability insurance not to exceed one
million dollars ($1,000,000) per incident on behalf of employees of these Departments who are
licensed to practice medicine or dentisiop behalf of all licensed physicians who are faculty
members of The University of North Carolina who perform work on a contractual basis for the
Division of Mental Health, Developmental Disabilities, and Substance Abuse Services for
incidents that occur in Division prograpand on behalf of physicians inl aésidency training
programs from The University of North Carolina who are in training at institutions operated by
the Department of Health and Human Services. This coverage may include commercial
insurance or selihsurance and shall cover these indidufor their acts or omissions only
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while they are engaged in providing medical and dental services pursuant to their State
employment or training.

(b) The coverage provided pursuant to this section shall not cover any individual for
any act or omissiorhait the individual knows or reasonably should know constitutes a violation
of the applicable criminal laws of any state or the United Statdbat arises out of any sexual,
fraudulent, criminal, or malicious act or out of any act amounting to willfulwanton
negligence.

(€) The coverage provided pursuant to this section shall not require any additional
appropriations andexcept as provided in subsection (a) of this secsball not apply to any
individual providing contractual service to the Depaminof Health and Human Services or
the Department of Public Safety

ELIMINATION OF UNNECESSARY AND REDUNDANT REPORTS

SECTION 12A.8.(a) Eliminate Outcomes Evaluation Study on the Effectiveness
of Substance Abuse Services Provided to Person ConvictBVbfi G.S.122G142.1()) is
repealed.

SECTION 12A.8.(b) Eliminate Evaluation of Efficiency and Effectiveness of
Family Resource Center Grant Progrdng.S.143B-152.15(b) is repealed.

SECTION 12A.8.(c) Eliminate Annual Report on Progress of MH/DD/SA&Gt8
Plan.i G.S.122G102(c) is repealed.

SECTION 12A.8.(d) Eliminate Annual Report on North Carolina State Plan on
Healthcare Associated InfectiofisG.S.130A-150(e) is repealed.

SECTION 12A.8.(e) Eliminate Annual Report on The Health Insurance Ruogr
for Children.i G.S.108A-70.27(b) is repealed.

SECTION 12A.8.(f) Eliminate Annual Report by State Child Fatality Review
Team.i G.S.143B-150.20(h) is repealed.

CANCER COORDINATION REPORTING
SECTION 12A.9. G.S.130A-33.51(b) reads as rewritten:
"(b) The Committee shall submit a written report not later than May 1, 1994, and not

later than October 1 of each subsequent yeathdoGovernor—and-to-theJoint-Legislative
Commission-on-Governmental-Operatiotie SecretaryThe report shall address theogress

in implementation of a cancer control program. The report shall include an accounting of funds
expended and anticipated funding needs for full implementation of recommended programs."

MEETINGS OF CANCER COORDINATION COMMITTEE
SECTION 12A.10. G.S.130A-33.50(b) reads as rewritten:

"(b) The Committee shall have up to 34 members, including the Secretary of the
Department or the Secretary's designee. The members of the Committee shall elect a chair and
vice-chair from among the Committee membershipe Tommittee shall meebt more than
twice a yeaat the call of the chair. Six of the members shall be legislators, three of whom shall
be appointed by the Speaker of the House of Representatives, and three of whom shall be
appointed by the President Pfempore of the Senate. Four of the members shall be cancer
survivors, two of whom shall be appointed by the Speaker of the House of Representatives, and
two of whom shall be appointed by the President Pro Tempore of the Senate. The remainder of
the membes shall be appointed by the Governor as follows:

(1)  One member from the Department of Environment and Natural Resources;

(2) Three members, one from each of the following: the Department, the
Department of Public Instruction, and the North Carolina Conityiun
College System;
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(3) Four members representing the cancer control programs at North Carolina
medical schools, one from each of the following: the University of North
Carolina at Chapel Hill School of Medicine, the Bowman Gray School of
Medicine, the Duk University School of Medicine, and the East Carolina
University School of Medicine;
(4) One member who is an oncology nurse representing the North Carolina
Nurses Association;
(5) One member representing the Cancer Committee of the North Carolina
Medical Society;
(6) One member representing the Old North State Medical Society;
(7) One member representing the American Cancer Society, North Carolina
Division, Inc.;
(8) One member representing the North Carolina Hospital Association;
(9)  One member represaémg the North Carolina Association of Local Health
Directors;
(10) One member who is a primary care physician licensed to practice medicine
in North Carolina;
(11) One member representing the American College of Surgeons;
(12) One member representing therth Carolina Oncology Society;
(13) One member representing the Association of North Carolina Cancer
Registrars;
(14) One member representing the Medical Directors of the North Carolina
Association of Health Plans; and
(15) Up to four additional members large.
Except for the Secretary, the members shall be appointed for staggergddoterms and
until their successors are appointed and qualify. The Governor may remove any member of the
Committee from office in accordance with the provisions of ®4SB-13. Members may
succeed themselves for one term and may be appointed again after being off the Committee for
one term."

ANNUAL REPORT OF LAPSED SALARY FUNDS
SECTION 12A.11. Section 10.20 of S.L. 201242 reads as rewritten:
"SECTION 10.20.Beginningno later than November 1, 2018hd annually thereaftethe

Department of Health and Human Services shall sugaatterlyreperta reportto the Joint
Leglslatlve OverS|ght Commlttee on Health and Hursmwees—the—HeHse—AppFeeHafaons

anel—Humanéemee@mand the Flscal Research Division on the use of Iapsed salary
funds by each Division within the Department. For each Division, the report shall inckude th
following information about the precedieglendar-guartebtate fiscal year
(1)  The total amount of lapsed salary funds.
(2)  The number of fultime equivalent positions comprising the lapsed salary
funds.
(3) The Fund Code for each fitime equivalehposition included in the number
reported pursuant to subdivision (2) of this section.
(4)  The purposes for which the Department expended lapsed salary funds."

PRISON REPORT
SECTION 12A.12. G.S.14819(d) reads as rewritten:
"(d) The Commission for Meat Health, Developmental Disabilities, and Substance
Abuse Services shall adopt standards for the delivery of mental health and mental retardation
services to inmates in the custody of the Division of Adult Correction of the Department of
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Public Safety. TeB Commission for Mental Health, Developmental Disabilities, and Substance

Abuse Services shall give the Secretary of Public Safety an opportunity to review and comment

on proposed standards prior to promulgation of such standards; however, final authority

determine such standards remains with the Commission. The Secretary of the Department of

Health and Human Services shall designate an agency or agencies within the Department of

Health and Human Services to monitor the implementation by the Divisiddudf Correction

of the Department of Public Safety of these standards and of substance abuse standards adopted

by the Division of Adult Correction of the Department of Public Safétye-Seecretary—of

ok rvicac ok - written remothe brod wision of

de-—o ' ter- of such
S gdse. Such

MODIFICATIONS TO JUSTUS -WARREN TASK FORCE
SECTION 12A.13. G.S.143B-216.60 reads as rewritten:
"8 143B216.60. The JustusVarren Heart Disease and Stroke Prevention Task Force.

é
(e)  The Task Force shall meatleast-gquartbrormere-frequenthnot more than twice
annuallyat the call of the Chair.

MODIFICATIONS TO COMMISSION FOR THE BLIND
SECTION 12A.14.(a) Eliminate Professional Advisory Committee.Part 8 of
Article 3 of Chapter 143B of the General Statutes is repealed.
SECTION 12A.14.(b) G.S.143B-158 reads as rewritten:
"8 143B-158. Commission for the Blind.
(@  The Commission for the Blind of the Department of Health and Human Services
shall consist 0319 members as follows:

(1)  One representative of the Statewide Independent Living Council.

(2)  One representative of aneat training and information center established
pursuant to section 631(c) of the Individuals with Disabilities Education Act,
20 U.S.C. § 1431(c).

(3)  One representative of the State's Client Assistance Program.

(4) One vocational rehabilitation counselavho has knowledge of and
experience in vocational rehabilitation services for the blind. A vocational
rehabilitation counselor appointed pursuant to this subdivision shall serve as
a nonvoting member of the Commission if the counselor is an employee of
the Department of Health and Human Services.

(5)  One representative of community rehabilitation program services providers.

(6) One current or former applicant for, or recipient of, vocational rehabilitation
services.

(7) One representative of a disabiliégglvocacy group representing individuals
who are blind.

(8) One parent, family member, guardian, advocate, or authorized representative
of an individual who is blind, has multiple disabilities, and either has
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difficulty representing himself or herself or whis unable, due to
disabilities, to represent himself or herself.

(9) One representative of business, industry, and labor.

(10) One representative of the directors of projects carried out under section 121
of the Rehabilitation Act of 1973, 29 U.S.C. 8174s amended, if there are
any of these projects in the State.

(11) One representative of the Department of Public Instruction.

(12) One representative of the Commission on Workforce Development.

(12a) Two licensed physicians nominated by the North CasoMedical Society
whose practice is limited to ophthalmology.

(12b) Two optometrists nominated by the North Carolina State Optometric
Society.

(12c) Two opticians nominated by the North Carolina Opticians Assion.

(13) The Director of the Division oEervices for the Blind shall serve as an ex
officio, nonvoting member.

(b)  The members of the Commission for the Blind shall be appointed by the Governor.
The Governor shall appoint members after soliciting recommendations from representatives of
organizaibns representing a broad range of individuals who have disabilities and organizations
interested in those individuals. In making appointments to the Commission, the Governor shall
consider, to the greatest extent practicable, the extent to which mipoyitylations are
represented on the Commission.

(c) A-Except for individuals appointed to the Commission under subdivisions (12a),
(12b) and (12c) of subsection (a) of this sectiamajority of Commission members shall be
persons who are blind, as define 6-S-311-11-A-majority-of Commission-members-shall be
persens-who—ar6.5.111-11 and who ar@ot employed by the Division of Services for the
Blind.

(d)  The Commission for the Blind shall select a Chairperson from among its members.

(e) The term ofoffice of members of the Commission is three years. The term of
members appointed under subdivisions (1), (2),&844)(4), and (12a)f subsection (a) of
this section shall expire on June 30 of years evenly divisible by three. The term of members
apminted under subdivisions (5), (6), (8pd8)(8), and (12bpf subsection (a) of this section
shall expire on June 30 of years that follow by one year those years that are evenly divisible by
three. The term of members appointed under subdivisiong1@®), (11),ard+{22}(12), and
(12c) of subsection (a) of this section shall expire on June 30 of years that precede by one year
those years that are evenly divisible by three.

() No individual may be appointed to more than two consecutive -jleae tems.

Upon the expiration of a term, a member shall continue to serve until a successor is appointed,
as provided by G.9.287. An appointment to fill a vacancy shall be for the unexpired balance
of the term.

(g0 A member of the Commission shall not vote any issue before the Commission
that would have a significant and predictable effect on the member's financial interest. The
Governor shall have the power to remove any member of the Commission from office for
misfeasance, malfeasance, or nonfeasancecordance with the provisions of GI13B-13
of the Executive Organization Act of 1973.

(h)  The members of the Commission shall receive per diem and necessary travel and
subsistence expenses in accordance with the provisions df3&:5.

() A majority of the Commission shall constitute a quorum for the transaction of
business.

(), All clerical and other services required by the Commission shall be supplied by the
Secretary of Health and Human Services."
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SECTION 12A.14.(c) Subsection (b) of this sectidrecomes effective August 1,
2013.

SUBPART XII-B. DIVISION OF CHILD DEVELOPMENT AND EARL Y EDUCATION

NC PRE-K

SECTION 12B.1.(a) Eligibility. i The Department of Health and Human Services,
Division of Child Development and Early Education, shall continomgplementing the
prekindergarten program (NC PKg. The NC PreK program shall serve children who are four
years of age on or before August 31 of the program year. In determining eligibility, the
Division shall establish income eligibility requirementsr fthe program not to exceed
seventyfive percent (75%) of the State median income. Up to twenty percent (20%) of children
enrolled may have family incomes in excess of sevBmgypercent (75%) of median income if
those children have other designated fattors. Furthermore, any agégible child who is a
child of either of the following shall be eligible for the program: (i) an active duty member of
the Armed Forces of the United States, including the North Carolina National Guard, State
military forces, or a reserve component of the Armed Forces who was ordered to active duty by
the proper authority within the last 18 months or is expected to be ordered within the next 18
months or (i) a member of the Armed Forces of the United States, includingattie N
Carolina National Guard, State military forces, or a reserve component of the Armed Forces
who was injured or killed while serving on active duty. Eligibility determinations for
prekindergarten participants may continue through local education ageraielocal North
Carolina Partnership for Children, Inc., partnerships.

Other than developmental disabilities or other chronic health issues, the Division
shall not consider the health of a child as a factor in determining eligibility for participation in
the NC PreK program.

SECTION 12B.1.(b) Multiyear Contractsi The Division of Child Development
and Early Education shall require the NC -Rreontractor to issue multiyear contracts for
licensed private child care centers providing NGIRi@dassrooms.

SECTION 12B.1.(c) Programmatic Standardsi All entities operating
prekindergarten classrooms shall adhere to all of the policies prescribed by the Division of
Child Development and Early Education regarding programmatic standards and classroom
requiremats.

SECTION 12B.1.(d) NC PreK Committees.i The Division of Child
Development and Early Education shall establish a standard degiaking process to be
used by local NC Pf committees in awarding prekindergarten classroom slots and student
selection.

SECTION 12B.1.(e) SEEK.i All prekindergarten classrooms shall be required to
participate in the Subsidized Early Education for Kids (SEEK) accounting system to streamline
the payment function for these classrooms with a goal of eliminating duplicgstems and
streamlining the accounting and payment processes among the subsidy reimbursement systems.
Prekindergarten funds transferred may be used to add these programs to SEEK.

SECTION 12B.1.(f) Pilot Program.i The Division of Child Development and
Early Education shall create a pilot program that provides funding for N& el@ssrooms on
a per classroom basis. The pilot program shall include three different NK &etractual
regions that are geographically diverse. The local NCKPaglministrabr shall contract with
the provider for operation of a classroom established pursuant to the pilot program. The
Division shall provide a report on the status of the pilot program to the Joint Legislative
Oversight Committee on Health and Human Servicesfandriscal Research Division no later
than January 31, 2014. The report shall include the following:

(1)  The number of students served.
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(2)
3)
(4)
(5)

(6)

The amount of funds paid for each classroom.

The amount of funds paid per student.

The attendance informat on students in the pilot program as compared to
those students in a classroom having a traditional funding structure.
Information on the number of students and studdatsilies using the
Subsidized Early Hetation for Kids (SEEK) system.

A cog comparison of the classroom pilots to the average cost per student
through the per student funding methodology.

SECTION 12B.1.(g) Reporting.i The Division of Child Development and Early
Education shall submit an annual report no later than March Xadi year to the Joint
Legislative Commission on Governmental Operations, the Joint Legislative Oversight
Committee on Health and Human Services, the Office of State Budget and Management, and
the Fiscal Research Division. The report shall include theviatig:

(1)
(2)

3)
(4)

The number of children participating in the NCHRr@rogram by county.

The number of children participating in the NC {Rrgorogram who have
never been served in other early education programs such as child care,
public or private preschoolHead Start, Early Head Start, or early
intervention programs.

The expected NC P+ié expenditures for the programs and the source of the
local contributions.

The results of an annual evaluation of the NGlRm@ogram.

SECTION 12B.1.(h) Child Cae Commissioni G.S. 143B-168.4(b) reads as

rewritten:

"(b) Members shall be appointed as follows:

(1)

)

®3)

Of the Governds initial appointees, four shall be appointed for terms
expiring June 3039862015, and three shall be appointed for terms expiring
Jure 30,398%2016;

Of the General AssembB$y initial appointees appointed upon
recommendation of the President of the Senate, two shall be appointed for
terms expiring June 3&9862015, and two shall be appointed for terms
expiring June 30498%2016;

Of the General AssembB$y initial appointees appointed upon
recommendation of the Speaker of the House of Representatives, two shall
be appointed for terms expiring June 3®862015, and two shall be
appointed for terms expiring June 3@8+72016.

Appointments by the General Assembly shall be made in accordancé Bith20-121. After

the initial appointeéderms have expired, all members shall be appointed to servgeavo

terms. Any appointment to fill a vacancy on the Commission created byesignation,

dismissal, death, or disability of a member shall be for the balance of the unexpiréd term.
SECTION 12B.1.(i) The terms of all members currently serving on the Child Care

Commission shall expire on the effective date of this act. A new Cssioni of 17 members

shall be appointed in the manner provided ®y5.143B-168.4(a) and (b), as amended in

subsection (h) of this section. Members appointed pursuant to subsection (h) of this section

shall be appointed no later than October 1, 2013.

CHILD CARE SUBSIDY RATES

SECTION 12B.3.(a) The maximum gross annual income for initial eligibility,
adjusted biennially, for subsidized child care services shall be sefianpercent (75%) of the
State median income, adjusted for family size.
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SECTION 12B.3(b) Fees for families who are required to share in the cost of care
shall be established based on a percent of gross family income and adjusted for family size.
Fees shall be determined as follows:

PERCENT OF GROSS

FAMILY SIZE FAMILY INCOME
1-3 10%
4-5 9%
6 or more 8%

SECTION 12B.3.(c) Payments for the purchase of child care services for
low-income children shall be in accordance with the following requirements:

(2) Religioussponsored child care facilities operating pursuant to G.8106

and liensed child care centers and homes that meet the minimum licensing
standards that are participating in the subsidized child care program shall be
paid the onestar county market rate or the rate they charge privately paying
parents, whichever is lower, @sis prohibited by subsection (f) of this
section.

(2)  Licensed child care centers and homes with two or more stars shall receive
the market rate for that rated license level for that age group or the rate they
charge privately paying parents, whichevelawer, unless prohibited by
subsection (f) of this section.

3) Nonlicensed homes shall receive fifty percent (50%) of the county market
rate or the rate they charge privately paying parents, whichever is lower.

(4) No payments shall be made for transpiota services or registration fees
charged by child care facilities.

5) Payments for subsidized child care services for postsecondary education
shall be limited to a maximum of 20 months of enroliment.

(6) The Department of Health and Human Services shadlement necessary
rule changes to restructure services, including, but not limited to, targeting
benefits to employment.

SECTION 12B.3.(d) Provisions of payment rates for child care providers in
counties that do not have at least 50 children in eaeh gagup for centebased and
homebased care are as follows:

(1) Except as applicable in subdivision (2) of this subsection, payment rates
shall be set at the statewide or regional market rate for licensed child care
centers and homes.

(2) If it can be deranstrated that the application of the statewide or regional
market rate to a county with fewer than 50 children in each age group is
lower than the county market rate and would inhibit the ability of the county
to purchase child care for leincome childre, then the county market rate
may be applied.

SECTION 12B.3.(e) A market rate shall be calculated for child care centers and
homes at each rated license level for each county and for each age group or age category of
enrollees and shall be representatVéees charged to parents for each age group of enrollees
within the county. The Division of Child Development and Early Education shall also calculate
a statewide rate and regional market rate for each rated license level for each age category.

SECTION 12B.3.(f) The Division of Child Development and Early Education
shall continue implementing policies that improve the quality of child care for subsidized
children, including a policy in which child care subsidies are paid, to the extent possible, for
child care in the higher quality centers and homes only. The Division shall define higher
quality, and subsidy funds shall not be paid for-ooietwo-star rated facilities. For those
counties with an inadequate number of foand fivestar rated facilitiesthe Division shall
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continue a transition period that allows the facilities to continue to receive subsidy funds while
the facilities work on the increased star ratings. The Division may allow exemptions in counties
where there is an inadequate number afrf and fivestar rated facilities for nonstar rated
programs, such as religious programs.

SECTION 12B.3.(g) Facilities licensed pursuant to Article 7 of Chapter 110 of the
General Statutes and facilities operated pursuant to 1&08L06 may participaten the
program that provides for the purchase of care in child care facilities for minor children of
needy families. Except as authorized by subsection (f) of this section, no separate licensing
requirements shall be used to select facilities to parteida addition, child care facilities
shall be required to meet any additional applicable requirements of federal law or regulations.
Child care arrangements exempt from State regulation pursuant to Article 7 of Chapter 110 of
the General Statutes shalleet the requirements established by other State law and by the
Social Services Commission.

County departments of social services or other local contracting agencies shall not use a
provider's failure to comply with requirements in addition to those spdatfi this subsection
as a condition for reducing the provider's subsidized child care rate.

SECTION 12B.3.(h) Payment for subsidized child care services provided with
Work First Block Grant funds shall comply with all regulations and policies issuetieby t
Division of Child Development for the subsidized child care program.

SECTION 12B.3.(i) Noncitizen families who reside in this State legally shall be
eligible for child care subsidies if all other conditions of eligibility are met. If all other
conditions of eligibility are met, noncitizen families who reside in this State illegally shall be
eligible for child care subsidies only if at least one of the following conditions is met:

(1) The child for whom a child care subsidy is sought is receiving child

protective services or foster care services.

(2) The child for whom a child care subsidy is sought is developmentally

delayed or at risk of being developmentally delayed.

(3)  The child for whom a child care subsidy is sought is a citizen of the United

States.

SECTION 12B.3.(j) Department of Health and Human Services, Division of Child
Development and Early Education, shall require all county departments of social services to
include on any forms used to determine eligibility for child care subsidy whédtadamily
waiting for subsidy is receiving assistance through the N&KHPeogram or Head Start.

CHILD CARE ALLOCATION FORMULA

SECTION 12B.4.(a) The Department of Health and Human Services shall allocate
child care subsidy voucher funds to pay the costsecessary child care for minor children of
needy families. The mandatory thirty percent (30%) North Carolina Partnership for Children,
Inc., subsidy allocation under G.B13B-168.15(g) shall constitute the base amount for each
county's child care sulaly allocation. The Department of Health and Human Services shall use
the following method when allocating federal and State child care funds, not including the
aggregate mandatory thirty percent (30%) North Carolina Partnership for Children, Inc.,
subsidyallocation:

Q) Funds shall be allocated to a county based upon the projected cost of serving
children under age 11 in families with all parents working who earn less than
seventyfive percent (75%) of the State median income.

(2) No county's allocationhall be less than ninety percent (90%) of its State
fiscal year 20022002 initial child care subsidy allocation.

3) For fiscal years 2013014 and 20142015, the Division of Child
Development and Early Education shall base the formula identified in
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subdivsion (1) of this subsection on the same data source used for the
20122013 fiscal year.

(4)  The Department of Health and Human Services shall allocate to counties all
State funds appropriated for child care subsidy and shall not withhold funds
during the20132014 and 20142015 fiscal years.

SECTION 12B.4.(b) The Department of Health and Human Services may
reallocate unused child care subsidy voucher funds in order to meet the child care needs of
low-income families. Any reallocation of funds shall be dzhsipon the expenditures of all
child care subsidy voucher funding, includihNgrth Carolina Partnership for Children, Inc.,
funds within a county.

CHILD CARE FUNDS MATCHING REQUIREMENTS

SECTION 12B.5. No local matching funds may be required by the Diepant of
Health and Human Services as a condition of any locality's receiving its initial allocation of
child care funds appropriated by this act unless federal law requires a match. If the Department
reallocates additional funds above twefitye thousanddollars ($25,000) to local purchasing
agencies beyond their initial allocation, local purchasing agencies must provide a twenty
percent (20%) local match to receive the reallocated funds. Matching requirements shall not
apply when funds are allocated besa of a disaster as defined in GL66A-19.3(6).

CHILD CARE REVOLVING LOAN

SECTION 12B.6. Notwithstanding any law to the contrary, funds budgeted for the
Child Care Revolving Loan Fund may be transferred to and invested by the financial institution
contracted to operate the Fund. The principal and any income to the Fund may be used to make
loans, reduce loan interest to borrowers, serve as collateral for borrowers, pay the contractor's
cost of operating the Fund, or pay the Department's cost of ademimgsthe program.

ADMINISTRATIVE ALLOWANCE FOR COUNTY DEPARTMENTS OF SOCIAL
SERVICES/USE OF SUBSIDY FUNDS FOR FRAUD DETECTION

SECTION 12B.7.(a) The Department of Health and Human Services, Division of
Child Development and Early Education, shall fune #flowance that county departments of
social services may use for administrative costs at four percent (4%) of the'stoiatlychild
care subsidy funds allocated in the Child Care Development Fund Block Grant plan or eighty
thousand dollars ($80,000yhichever is greater.

SECTION 12B.7.(b) Each county department of social services may use up to two
percent (2%) of child care subsidy funds allocated to the county for fraud detection and
investigation initiatives.

SECTION 12B.7.(c) The Department of Hdth and Human Services, Division of
Child Development and Early Education, shall submit a progress report on the use of child care
subsidy funds under subsection (b) of this section to the Joint Legislative Committee on Health
and Human Services and thisdal Research Division no later than May 1, 2014, and submit
follow-up report on the use of those funds no later than January 1, 2015.

STUDY USE OF UNIQUE STUDENT IDENTIFIER/CHILD CARE SUBSIDY

SECTION 12B.8.(a) In coordination with the Department oulBlic Instruction
(DPI), the Department of Health and Human Services, Division of Child Development and
Early Education (DCDEE), shall study assigning a unique student identifier to monitor,
throughout their education, the performance levels of childresivieg child care subsidies.
The study shall be designed to provide data on the efficacy of child care facilities participating
in the child care subsidy program or the North Carolina Partnership for Children, Inc. The
study shall define the requiremeifds the following:
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(2) Establishing the unique identifier.

(2) Collecting, maintaining, and analyzing data.

(3) Recommending a solution that will allow for the eceffective acquisition

and maintenance of data from child care facilities.

(4) Recommendingan interface with DPI applications that monitors and

analyzes student performance.

(5) Estimating the cost for developing an interface and implementing the

requirements identified in the study.

SECTION 12B.8.(b) DCDEE shall report the results of the stutythe Joint
Legislative Committee on Health and Human Services, the Joint Legislative Education
Oversight Committee, the Joint Legislative Oversight Committee on Information Technology,
and the Fiscal Research Division no later than April 1, 2014.

EARLY CHILDHOOD EDUCATION AND DEVELOPMENT INITIATIVES
ENHANCEMENTS/SALARY SCHEDULE/MATCH REQUIREMENT
ADJUSTMENTS

SECTION 12B.9.(a) Policies.i The North Carolina Partnership for Children, Inc.,

and its Board shall establish policies that focus the North @ard®artnership for Children,

Inc.'s mission on improving child care quality in North Carolina for children from birth to five

years of age. North Carolina Partnership for Children,-fumeded activities shall include

assisting child care facilities with) (improving quality, including helping oretwo-, and
threestar rated facilities increase their star ratings and (ii) implementing prekindergarten
programs. State funding for local partnerships shall also be used for evizbssze or
evidenceinformedprograms for children from birth to five years of age that do the following:

(2) Increase children's literacy.

(2) Increase the parents' ability to raise healthy, successful children.

3) Improve children's health.

(4) Assist four and fivestar rated fadities in improving and maintaining

quality.

SECTION 12B.9.(b) Administration.i Administrative costs shall be equivalent to,

on an average statewide basis for all local partnerships, not more than eight percent (8%) of the

total statewide allocation tollalocal partnerships. For purposes of this subsection,

administrative costs shall include costs associated with partnership oversight, business and
financial management, general accounting, human resources, budgeting, purchasing,
contracting, and informetn systems management. The North Carolina Partnership for

Children, Inc., shall develop a single statewide contract management system that incorporates

features of the required standard fiscal accountability plan described in

G.S.143B-168.12(a)(4). All bcal partnerships shall be required to participate in the contract

management system and shall be directed by the North Carolina Partnership for Children, Inc.,

to collaborate, to the fullest extent possible, with other local partnerships to incredaseaffic

and effectiveness.

SECTION 12B.9.(c) Salariesi The salary schedule developed and implemented

by the North Carolina Partnership for Children, Inc., shall set the maximum amount of State

funds that may be used for the salary of the Executive Diramitahe North Carolina

Partnership for Children, Inc., and the directors of the local partnerships. The North Carolina

Partnership for Children, Inc., shall base the schedule on the following criteria:

(1) The population of the area serviced by a locaingaiship.

(2) The amount of State funds administered.

(3)  The amount of total funds administered.

(4) The professional experience of the individual to be compensated.
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(5) Any other relevant factors pertaining to salary, as determined by the North
CarolinaPartnership for Children, Inc.
The salary schedule shall be used only to determine the maximum amount of State funds that
may be used for compensation. Nothing in this subsection shall be construed to prohibit a local
partnership from using ne8tate fund to supplement an individual's salary in excess of the
amount set by the salary schedule established under this subsection.

SECTION 12B.9.(d) Match Requirementsi It is the intent of the General
Assembly to continue to increase the percentage of theéhro&cash and Hkind contributions
required of theNorth Carolina Partnership for Children, Inc., and the local partnerships. The
North Carolina Partnership for Children, Inc., and all local partnerships shall, in the aggregate,
be required to match ofeindred percent (100%) of the total amount budgeted for the program
in each fiscal year of the biennium. Of the funds the North Carolina Partnership for Children,
Inc., and the local partnerships are required to match, contributions of cash shall be agual
least eleven percent (11%), anekind donated resources shall be equal to no more than three
percent (3%) for a total match requirement of fourteen percent (14%) for the2@04Jiscal
year; and contributions of cash shall be equal to at |déegére percent (11%), and-kind
donated resources shall be equal to no more than four percent (4%) for a total match
requirement of fifteen percent (15%) for the 22DA15 fiscal year. The North Carolina
Partnership for Children, Inc., may carry forwardyamount in excess of the required match
for a fiscal year in order to meet the match requirement of the succeeding fiscal year. Only
in-kind contributions that are quantifiable shall be applied to tHenidh match requirement.
Volunteer services may hteeated as an ikind contribution for the purpose of the match
requirement of this subsection. Volunteer services that qualify as professional services shall be
valued at the fair market value of those services. All other volunteer service hours shall be
valued at the statewide average wage rate as calculated from data compiled by the Employment
Security Commission in the Employment and Wages in North Carolina Annual Report for the
most recent period for which data are available. Expenses, includinghiosth paid by cash
and inkind contributions, incurred by other participating ffetate entities contracting with the
North Carolina Partnership for Children, Inc., or the local partnerships, also may be considered
resources available to meet the requirgdgbe match. In order to qualify to meet the required
private match, the expenses shall:

(1) Be verifiable from the contractor's records.

(2) If in-kind, other than volunteer services, be quantifiable in accordance with

generally accepted accounting pipies for nonprofit organizations.

3) Not include expenses funded by State funds.

(4) Be supplemental to and not supplant preexisting resources for related

program activities.

(5) Be incurred as a direct result of the Early Childhood Initiatives Prognaim a

be necessary and reasonable for the proper and efficient accomplishment of
the Program's objectives.

(6) Be otherwise allowable under federal or State law.

(7) Be required and described in the contractual agreements approved by the

North Carolina Partriship for Children, Inc., or the local partnership.

(8) Be reported to the North Carolina Partnership for Children, Inc., or the local

partnership by the contractor in the same manner as reimbursable expenses.

Failure to obtain a fourteen percent (14%) chaty June 30 of the 204214 fiscal
year and a fifteen percent (15%) match by June 30 of the 2013 fiscal year shall result in a
dollar-for-dollar reduction in the appropriation for the Program for a subsequent fiscal year.
The North Carolina Partngnip for Children, Inc., shall be responsible for compiling
information on the private cash andkimd contributions into a report that is submitted to the
Joint Legislative Commission on Governmental Operations in a format that allows verification
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